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The Economy

A. Economic appraisal (C)

Thaikund is one of the few less developed countries
to bave sustained a rapid rate of cconomic growth
during the past decade. Economic growth for the
1962-72 period as a whole averuged 7.6% annuatly,
although some slowdown occarred in the Just few
years, with annual growll rates of 6.6%, 6.4%, and
8.9¢. during 1970-72. As population grew about 3§
wnnually. real gross domestic produel (GDP) per
capita for the period increased an averge of about
4.5% winuaily. a very nspectable performance among
low-income cowntries.

A remarkable feature of Thailand’s growth is that it
has been accomplished: while the economy is stil)
fangely agricultural. Agriculture employs aboat 735 of
the labor force; together with processing wnd
commercial activities related to farming and forestry,
it also accounts for more than two-fifths of GDP.
Although the importance of farming i national
output is gradually dechining, Thafland’s achievement
of an average annual rate of growth of about 5% i
agricubltural outpot duriag 1962-72 is matched hy few
countries in Southeast Asia. This growth was sufficient
to provide for an increasing consumption of food hy
Thailand’s wpidly growing populatica and surpluses
for export.

Rice continues to dominate the agricultural sectos,
having averaged nearty three-fifths the annual net
value of all craps produced from 1966-70 and 225 of
annual exports during 1967-72. The average ontput of
pucddy during 1967-72 was 23% above that of the
preceding 3 years. In contrast (o the long-term
historicil trend in ‘Chailand, where inereases in outpul
depended entirely on an expansion of the cultivaled
area, ineeases over the last deeade have resulted as
much Trom higher yiclds—primanly because of
improved water contint—us from expanded cultiva-
Lion.

Within the agricultural sector, there has been a
moventent loward a mote diversified range of products
as well as higher levels of production. In- 1971 com
replaced rubber as the sceond nost important
agricultural commodity after rice in bath praduction
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aud export value. Due to inefficient processing
techniques and a Joug-tesm decline in world prices,
rubber exports in 1972 camed 845 less than in 1960,
even though the volume expoded incrensed 91%.
Besides com. other crops thul have increased in
importance include kenaf, cassava {apioea), mung
beans, sorghum, tobucco, and sugae. Alhouwgh
insignificant a deeade ago, these erops now aecount
for athout 206 of tota: exports. Thailand is one of the
few less developed conntries to have achieved some
measure of suceess in divenifying its ageicullurl
exports,

Thailand’s agricultural progress is the more
remarkable because the conntey is not well endowed
with natural resources. Land is relatively abundant,
but an irregalar water supply and, in some areas,
infertile soil make farming difficull. Considerable
cffurt has been made to develop the nation’s irsgation
systemn, but most arable Jaud still kieks water control,
and crop production in many areas s entirely
dependent on weather conditions. Forests provide
teak, yang, and other wood uselul in construction, as
well as bambuoo, which is used extensively throughou!
the country for a vuriety of purposes, However, the
logging industey has been poosdy managed, and much
of the readily aceessible stock is depleted. Forestry's
contribution to GDP fell {rom 2.5% in 1967 (0 2.1% in
1972.

Fin and fluorite are the only minerals produced in
Thailand in guantities of international significance.
Tin is the countey’s fourth-Turgest esport (1971), and.
Thailand ranks third as o _world producer. Lignite is
the only fuel available in significant quantity.
Tenneco aud Union, twa of severd compauies
exploring for petroleum in the Gull of ‘Thailand,
reportedly  found  traces of oil in 1972, but no
commercially exploitable field has been confirmed.

Despite the limited resource base, a solid slart has
been made toward modemization outside of farming.
Steadily claiming a larger share of national ouiput, the
nonagricultural seetors of the Thai' economy grew
during the perad F962-72 at un avemge annual rate of
9.7%. Together, these scctors increased their shaee of
CDP from-63% in 1962 to " 1% in 1972 (Figwre 1).
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FIGURE 1. Sectoral origins of gross domestic product (yrou)

(Volue in millions of U.S. dollars; 1962 prices)

Value

Agricultuee. oo .-
Wholesale and setait trade. .
Munufacturing. ... ... - -
T G 1 O S AP

‘Irunsportation and commuynications. ..
Constenetion.. .. ...oov vt Ceraeses us
Public sdmintstrrion and defease. .. ..
Banking, insuratee, and regh estate ...
Ownership of dwellings. . oooooviens
Mining sud quasrying. ..o
Electricity and witer SUppIY.. .. oovees

Tutal. .o v e e 3,067,

Among ihe most rapidly growing sectors are electric
power. banking and insurance, and manufacturing,
all of which have gro. nat average annual rates abrave
105 since 1962, The output of electricity and the
expansion of the provessed wader supply, for example,
expanded at an average annual mte of 21% over the
decade. The growth rate of wholesate and retail trade
wlsor exceeded the puce of the ceonomy as a whole, The
fust expunsion of commerce was reflected in an
average rate of growth of about 14.55% unnualiy by the
Banking, insurance, and real estate secton.

Manufacturing, which accounted for 185 of GDP
in 1972, is still one of the most dynamic sectors of the
cconomy, although in the Jast few yeam cxeess
capacity has become a problem in some industries.
The sector achieved an average annual rate of growth
of 9.5% from 1967 through 1972 etanpared to 11.4%
during, the preceeding 3-year period. tn part, growth
over the kist decadle reflects the expansion of industey
refated to agricullure, but acceleration in the growth
of other industries, which hitherto had not played
significant role in the ‘Thai economy, was even more
rapid. Inercased output of canent, refined petrolewm,
chemicals, and textiles resulted primarily from the
expansion of domestic demand accompanying overail
growth of the cconomy.

Mujor elements in Thailand's impressive econamic
advance have been its stable political atmasphere,
sound economic and financial policies, a high rate of
saving and investment, and sizable inflows of foreign
capital. The government has restricted its role in the
ceonomy largely to progeaming public invéstment
expenditures within the framewoik of multivear
development plans, Plans establish targets for the
various industrial sectors but rely essentially on mavkel

1972

1962
Percentage Value Pereentafe
37.¢ 1,88¢4.1 9.4
15.8 1,076.9 6.8
5.1 1,174.0 18.3
a.4 XK 16.3
7.3 118.3 6.8
5.1 300.6 3.5
3.8 2t3.6 3.8
2.8 277 .4 5.3
2.7 §20.2 15
1.2 S§.0 1.4
0.6 (2.3 2.0
100.9 6,415.3 HX).0

forces for their achicvement. Publie investment in
transpostation, power, and communications has been
especially important in providing the infrastructure
necessary 1o enhance investment prospects in the
private szelor. As @ result, capital has grown ot very
high rates. Fixed investment grew al un average
ancwal rate of 14.25% in real terms from 1961 to 1971
and inercased its share of GDP from 14.4% 1o 25.1%
over the same periad. Over the 10-year period, 685 of
investment has taken place in the private sector.

Although recently issucd decrees restricting foreign
business und the employment of forcigners in
Thaitand may have a negative impact on future
developments, traditionally the govemment's liberal
investment laws have offered strang inducement to
forcign padicipation in the cconomy. Much of
Thailand's recent industrial growth lias been spurred
by foreign investass, paricalarly Japanese and
Americans, who have taken advantage of a favorable
tax storeture. a stable and convertible carency. and
fow-cost labor. Foreign investment has been the
principal mechanism for importing management and
techmical skills, modem designs, and  training in
modern business technicues.

Despite significant progress in the past several vears,
the "Thai economy is still hampered by several major
weaknesses. Future economic geowth is threatened by
large disparitics in incomes among regions, by a high
birth rate that has compounded the difficulties of
providing an adequate educational system, by
Conununist-sponsored insurgency in remote rural
arcas, and by a lendency toward slower growth of
merchandise exports and reduced eamings from the
U.5. military.
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CGeographically, economic growth has followed the
typically wneven pattem of other rapidly developing
nations. The productive power of the nation has
tended ta polarize in the Bangkok wrbun aren, while
the rural arcas have lagged lur behind, Fstimates for
1968 show that per capita income in the central plain
amounted 1o $262, compared to $160 in the south,
$114 in the north, and only 382 in the vortheast. Even
though the shace of development expenditures
allocated 1o rural areas has inereased.  regional
dispurities have widened. Despite the influx of capital
associated with U.S. militury construction, per capita
income in the northeast has shown little improvement
during the past 10 vears, while the south and north
and: even the rural areas of the ceatrad plain have
grown af o imuch slower pace than the Bangkok area.

The govermment has sought—with limited
success—to remedy some of the more acute prablems.
of the rural sector with o wide range of transportation,
agricubtural, and educational programs, The highway
progam has vastly increased the number of all-
weather routes connecting  principal towns and
provincial capitals. Numerous feeder ronds have also
been built under the U.S.-supported Accelerated Rural
Development (ARD) program. Nevertheless, ‘Thai-
Jand's road net is still sparse, and many villages retaain
inuceessible, especially during the rminy season. Since
1960, extensive investment in irdgation projects has
revened a long downward trendd in crop vields, but
vields are still among the lowest in Sonthveast Asia.
Production increases have continued o depend
significantly on expansion of the cultivated wrea. In
the future, growth in outpat must inereasingly depend
on the application of technology o achieve increased
vields, hecause most of the remaining reserve lind is of
marginal quality. Although Thailand’s educational
syslem takes @ very Lirge proportion of the budget,
educational facilitics have nat kept pace with the
growth in population, and development is hanipered
by a eritical shortage of qualified manpower a; A
techaieal personnel at all levels.

Since 1963, Thailand has faced growing Com-
munist-sponsored  insurgency, bul the puce of
economic development indicates that the insurgeney,
confined to remote areas, has had little impact on the
cconomy. Although the resources required to contain
the iosurgency could have been used more
productively, its threat has awakened Thai authorities
to the gravity of social and economic problems in
many parts of the country and impelled the adoption
of far-rcaching programs of improvement which
would not otherwise have been atlempted at the time.

ofl in 1968, they have taken an increasing portion of
the budget through FY/Z1973.7 [n the evenl of a more

serious insurgency problem and/or continued
deterioration of the military situation o its borcden,
even greater security demands would he placed on
Thailund's alecady strmined resowrees, and  severe
cutbacks in development progiams woald he
neeLssArY.

International trade is of vital importance o the
‘Thai economy. The combined value of fmports and
exports in 1972 amounted to about $2.6 billion, an
amount equivalent 1o over one-thied of GDP.
Thailand is almost entirely dependent on imports for
capital goods aceded 1o maintain and develop the
ceonomy, for many industrial raw materials, and for a
large portion of its manufactured consumer goods.
Despite some success with divenification, its expon
base remains narrow, and eamings are  highly
suseeptible to world price fluctuations. In 1972, 51%
of export camings stenuned from sales of five
commadhtios: rice, rubber, tin, cor, and tapioen, with
other agricultural products making up the bulk of the
remainder; exports of manufuctured  products are
sl bat growing eapidly. Japan is Thailaud's
principal trading partner for bath isports and exports,
followed by the United States. ‘Thailand setls most of
the remainder of its exports to other Southeast Asian
conntrics, but it depends largely on Western countries
foe the remainder of its imports. Iports consistently
exeeed exports, and trade deficits bave widened as the
denand for some traditional exports stagnated, and
imports of both consumers” and producen’ goods grew
apace.

Thailand's halance-of-payments position began to
deteriorate i 1967 after many lavorable vears,
although this trend was masked by certain special
factors in 1971-72. For most of the 1960's increasing
trade deficits had been more than offsel by capital
imports, foreign  borrowing, and carnings from
tourism. The fortuitous infusion of $560 million from
U.S. military spending during the 1966-68 period
largely offset the retarding effects of drought and
laggring exports. Poor growth performanee of exports in
1969-70, however, was accompunied by o decline in
U.S. military spending and a reduction of private
iuvestment, resulting in a sizable loss of reserves over
the 2-year period. These losses were recouped over the
next 2 vears us exports made large gains, Vietnam-
related spending in Thatland increased alter mid-
1971, and tlourist receipls increased.

The Thai fiscal year incdudes n peried from 1 Octuber to 30
Septernber of the follewing year, it is designated by the yeur in
which it ends.

Chea

National security cxpenditures have substantially
increased, and since U.S. assistancg began dropping
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In the coming vears. the delerorating teend s
espeeted Lo contiowe. Export volume will probubly
deeline sharply in 1973, althongh sccord high prives of
mast agricullural exports will offset the Joss while
forcign deaand for Thai agricultural prodicts s
expected o remain strong at least theough 1973, Over
the Tonger tenn, growth in export eamings may fall
off. This is most kel in the case of rice as traditional
importing countries move closer to sell-sufficiencs.
The nutlook for othee agrienltural esports is mixed but,
an balanee, it does not suggest rapid growth, Despite
government austerits measures, imporls are expeeled
to continue inereasing, sinee  Thailand s almost
entirely dependent on imports for capital geods, for
much industrial raw materal, and for a Large portion
of its nanufwclured consamer goods. Based on o
projected widening of the teace gap. and expeeted
Turther redaction in U.S. military spending, prospects
are for a decline i reserves over the next 5 yean.
Thaitond's healthy ceserve position, however, leaves a
comfortable margin for finunciug  balanee-of-
pavments deficits.

B. Structure of the economy (U/0U)
1. Agriculture, forestry, and fisheries

Agricultare, forestry, and fishing constitute by far
the most important seetor of the Thai ceanomy.
Together, these components account for the furgest
single share of pational output—some 30% in 1972,
Statisties on oational outpat. however, tend to
understale the true importance of agricultuee to the
eonnomy, in part because of undervaluation of the
considerable portion of agrdcultuml output consumed
on the Tarm. More indicative of agricolture’s
importance is the fact that, according to the most
recent estimates, the sector employs aboot 7% of the
Labor force, Agriculture has also accounded for at least
80% of Thailand's export carnings over the last 5
vears. Rice and rubber have traclitionally provided the
bulk of these eamings, but in the pesiod 1961-71, their
combinedt contribution dropped significantly, frons
57% lo 28%. while exports of other agricullural
conunoditics, particularty corn and tapioca, incrensed
their shares. Thailand is self-sufficient in maost basic
foods, although seme agricultural items must be
imported. Tmports of foodstulls—such as dairy
products and wheat—totaled $34 million in 1971, or
about 3% of total imports. The most signifieant
agriculturd imports, however, are raw cotton and
unmanufactured tobucco for use in Thailund's
manufucturing scctor,
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Agricultural production is dependent on unpredict-
able motsaan rains, which, except in the extreme
sonthern poctions of the counlry, oceur from mid-May
through Seplember. The major agricoltusal region is
located on the central plain of the Mae Nam Chao
Phruya, a siver thal has its sourees in the northern
mountains. This broad alluvial plain and delta system
Leaefits from the deposit of rich silt during anpual
flooding, snd throurh a long history of canalization,
hus bezome the area of inlensive rice cultivation.
Other regions are relatively less Favored agricolterally.
The narrow peaitsuli of the south is the only region in
which rin falls the vear ound, but mountiin ridges
extend almost to the sea in sy areas alony the
wosteen coast, limiting rice kind fargely to the constal
plains of the east. Rubber is grown extensively on the
infertile sundy and clay soils in the far south.
Farmband is sciree in the seven provinees of thie north
and s limited 1o naztow valleys and adjacent stopes,
wheze the nturalby irgated soils are relatively fertite.
At higher efevations, upland rice and other eraps are
grown under the method of shifting cultivation. The
northeast, where minfall is less abundam and mare
erealic, is the most poorly endowed region. Flat terrain
and inadequately drained soils in the area make
effcetive irrigation difficult, and the region suflers
from Doth flood damage in the rminy season and
serious droughts in the dry season. Unlike the central
plain. floading provides little pasitive effect in the
northeast, since the silt is composed maiuly of
sandstone, which daes little 1o revitalize the soil.

OF Thaikaed’s tetal area of 128.5 million acres,
farmband in 1965 accounted i some 30 million acres,
82% of which was under cultivation {(Figtires 2 anck 3).
Fhe following shows the percentages of land ares and
total furmland accounted for by each region in Lhe
mid-1960's:

LAND AEA Fannyvakp
Central 36 43
Northeast 33 33
North 7 6
South 14 IS
Total 100 100

“The predominance of the central plain is explained by
both the physical factoes cited above and its proximity
1o the major markets and ports. In the last few vears,
the central region's share of cullivated area hus
probably decreased. since most of the expansion in
crop acreage seems to have been in other regions,
particulacly in the northeast. Somne virgio land is still
available ontside the delta region, but in mostareas ol
arable land is alecady being cultivated.

vt o SR
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is held under titkes that confer less than full ownership.

i Land in this eategory is nomully unacceptable as
i collateral against loans, Holdings average about 10
- acres in size. and are often divided into widely

Total Area scattered parcels. incffctont utilization of irrigation

128.5 Millian Acres . i~ . .
and inability to use modern equipnent resull from this

fragmentation.

For these, and other reasons. introduction of new
technigques has been rather slow in Thailand, and
fanning by traditional methods stll predominates.
Crop rotation is rarcly practiced. Planting and
harvesting are generally done with handtools and
draft animals: modern cquipment is searce and is used
muinly on lagger farms or by farmers’ cooperatives.
Annual fectilizer vsage, which averages about 7

56.2 23. 20.3 . . . .
I % 4 % sounds per aere, has tripled since 1960, bus it is still
T - f | |4
Forest, including savana, Jower than in many Asian countries, primarily because
§ open scrub, and areas Farmiand her
. used lor shifting Land
o cultivation

.

B FIGURE 2. Land use, 1965 (U/OU)

In contrast o many less-developed countries,
¢ problems of Lind tenure are not particularly pressing.
The last agricultural census in 1963 revealed that
2 nearly 83% of farmes owned all or part of the lund
they cultivaled. Tenancy is virtoally nonexistent in the
wsurgent-troubled northeast. (L is more prevalent in
the central plain, where one-third to one-half of paddy

Vegetation

¥
Eo
fields are tenant-opemted. s v !
C B Lack of clear land titles and the fragmented nuture imanly ecet :
] N . } . . . [} Topeal oveegreen !
h of holdings, however, are serious constraints on Totem
5 government-sponsored  land  development pluns, - ;" """‘:M I
23 . N . N oédieal 1
g particulurly in areas outside the central phin, 73 Pl e
& Traditionally, farniers have been able to obtain land PR Consorous forent
ki merely by clearing and cultivating it. This svstem D pore
2 prevailed to some extent even after official titles were
3 instituted at the turn of the century, Until recently,
4 fanmers in many areas have been able to secure land 2
B . N - . : wWHWAT 8
‘ é’« rather casily by complying with liberal and often- 4
Rk ignored government regulations. As a result, only 22%  FIGURE 3. Vegetation (U/OU) :
ER b
i e
=8 24
& 5 1
ke :

A b
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of the relatively high fertilizer costs thid bave resulted
from protecting wr inefficient domestic industry.

The problem of water control remstins 2t great
obstacle to tnereased  productivity. Water for dey
season cropy ds availuble only on a fraction of the
irrigated land. In the central plain victually afl water
for drrigation is provided by the overflowing of the
rivers in the Mae Nam Chao Phraya system. Dams
and canals help to dispemse the water spilled over the
land. Thiv method supplies a constant {low of water
while the rivers are in floodestage, but does not provide
for regulation of water devels inindividual ficlds; thus,
it is nol suitable for cultivation of the new high-
vielding varicties of rice that require precise water
control. Throughout much of the plain, the water
supply iy Loo ligh at its maximum foc any crop other
than rice and too low at its minimum for any crop {o
follow rice.

For lack of u vear-round water supply. double-
cropping is sestricted to small areas. The pattern of
double-cropping prevailing in the north is rice for the
first erop, followed by 1obacen, peanuls, soybeans, or
gadic. Sometimes, however, anotlies crop of rice is
growi. A seeond erop of rice predominates in tie rest
of the country’s double-cropped aren, bul some com,
sorghum, peanuts, sovheans, mung beans, and vasious
other vegetables are also planted.

Thai farmers, although ill-equipped in both
technology and resources. bave, nevertheless, been
responsive to market incentives, ay reflected by the

significant expansion of crops sueh os com, cassiva,
and kenal, The incentives plus effeclive government
programs  for improving  transportation, providing
irrigation facilities. and  informing faemers of
profitable opportunities have been Lirgely responsible
for some widening of Thailand's agricultural export
hase,

a. Rice

Rice is the mainstay of Thaikued's agriculture and
has retained its preeminent role despite the rapid
development of other crops. 1t is grown in all parts of
the country and, with the exception of the south and
in some years the northeast, is at least sufficient [or
dinestic needs. Production is still concentrated in o
single annual crop harvested Fron November throungih
Junuary, The centrad arca, stretching some 230 miles
north from Bangkok, accounts for the bulk of the
nadjon’s outpul. The most recent regional breakdown
of rice planting, production, and vields is given in
Figure .

Most Thai tice is of the wet, or lowland, variety,
accl the remainder is mainly flonting, or deep-water,
rice, which is broadeast rather than transplanied, Only
limited quantities of upland rice are cultivated by hill
tribes. The nonglutinans type of fiee precominates,
but local tastes in the exteeme porth and northeast
favor the glutinous or sticky type, which accounts for
about one-third of tatal rice production.

FIGURE 4. Production, area, and yields of rice (U/OU)

Acrea planied (1,000 rui:®
Centrak and North
Northeast. . ... ..
Sauth.. o e

Productien {1,000 metric tons):**

Conteal and North,........... e e,
Northensl. .o, i ciaei i ieieieeens
Southo,.o.ooooo i e

Yields (kilogeamsitai):

Centrai and North.cooovninenioiiie ...
Northeast.._.......... i ciieiiaianen
Sauth oo

Average ¥leld. . ... Lo ol

1967 BN 149 1970

22,730 21,807 23,490
15,420 19,101 20,240
3,460 3,300 3,720

11,60 44,308 47,400 48, 130

O 7.210 7.850 7000

7.5
Lo e 4,300 4,580 4,460
8]

870 a8 180 ato

..o 1,100 12,400 13,40 13,270

.30 a3t 2318 330.0
. 2

.o 182.9 220,2 2222
Lo 2514 207.8 2034 238.3
.. 8.9 2821 2829 287.8

*2.2 ral = 1 acre.

**Thatland’s Nutional Statistical Office poduction totals are inconsistent with thoze provided
by ‘Fhailand's Ministry of Agriculture (Rice Departmeat) ax shown i Figure &
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FIGURE 5. Production of principol crops {U/OU}

{Thousonds of mefric tans}

11361 LGS

Paddy ree.. ..., @®,770 9,505
Rubbero. .00 - Hio 200
Corn Guadze). ... .. 313 1,500
Cassavi roots. .. .. R R (1] 2,410
sugareane. . ..o ERE )

Mung beans. ... ... E53 183
Peams. . o.ooonii oL 125 160
Surbeans. .. .. e 235 EH
Resae. ...ovvenin i vnan 15 20
Coroputs, .. vovven e n 805 1,108
Castar beary ... oov.nt. 30 A
Keed cotron ... L. 35 130
e, oon o iie na 5
Renbeurn e onvannn 30 315
Tobwevo.. ..o ot 25 00

Seeghum, .. ... o 5g 58

na Data nut available.
*Crop year LUTNTY,

Paddy production, although subjeet to wide year-
tosvear fluctoations, has increased appreciably over
the last decade (Figure 3. Oulpul reached 142
million metric tons in 1971/72 compared 10 8.2
million metsie ons i 1961762, Estimates indicate o
drastic deeline in production lo 117 million metrie
tons in the 1972773 erop vear. Official statistics show
that since the turn of the century, growth in puddy
autput has depended heuvily upon inereises in siee
acreage: and for decades a long downward trend in
viekds pensisted as poorer quality land was brought
under coltivation. Ouly since 1960 las extensive
investment in irrigation projeets revensed this declining
treneh, By 1971/72 rice vields were 316 above their
1961762 level. while the cultivated area in rice showed
4 80% increase over the 10-year period. Nevertheless,
vields of rice are still amonyg the lowest in Asin
Becanse most of the remaining umsed ke is of
limited potential, Turther growth in dce output will
depend prinasily upon increasing viekds.

Faced with the critical need to satisfy the demands
of u rpidly expanding pepulation and 1o naintiin o
farge exportable surplus, the government has initiated
a number of programs specifically  designed Lo
promole intensive rice eultivation. Under the fist lwo
Nationad Feonomic and Social Development Plans
{1961-G6) andd 1967-71), sever major flood control
and immigation projecis were completed. The Third
Plan (1972-76). which cnvisages an average mie of
growth in agriculture of 5.1%, projects major
improvements in the distribution of water from
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2103] w7 17 VESTIMATED
10,779 13,315 13,11k} 14,2008
280 RS 325 0y
1,700 1,950 2,300 1,350
2,700 d.000 3,300 rHe
4,740 7,385 3.925 0,100
XN 210 200 na
s 18D 200 220
[UH (L] a 85
20 20 30 23
.. 110 110 na nu
10 53 55 15
130 50 80 10
3 10 Ty n
330 300 390 130
Lt} G wo w
70 130 (21 130

existing dkums, rather than more spending on
additionsl Targe projects. Addilional goals include
improving crap yields by adopling madern  tech-
nigaes, strengthening the institational framewaork, and
connectiiig wore rarad arcas with urban markets by
concentnding o improvencent and CX[XINSION of
swovincial 1ouds,

The government has alse sponsored  efforts to
develop improved rice seed varieties. The new high-
vielding “miracle” varieties of riee such as 1R-5 and
IR-8 liave not been planded o any significant extent,
sinee they are short-stemmed and require more water
control than is generally available in Thailand. The
Rice Department hio, however, officially aecepted
three new varicties of ree resulting from backerossing
with 1R-8. The new varieties—=RD-1, RD-2, and RD-
S—produce high quality grains and have greater
vields than TR-8. BAD-1 and RD-3 are white
nonglutinous  varieties, and RD-2 is glutinous.
Research is being done o develop a new variely that
can grow Lo diffesent heights, depending on the water
level.

In an effort 0 climinate obstacles to inereused
production and export of rice, in 1970 the government
began welying less on the so-called “rice preminm.”
The premium, in effeet an export lax, has (he duol
purpose of providing revenues while mainlaining low
domestic prices for rice consumers. Arificially
depressed  prices, however, tend to discourage
production, and Uie premium was abolished for most
categories of rice in November 1970, [t had to be

-1
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reintroduced, however, in Septemiber 1972 as waorld
supplies of sice began tightening, putting upward
pressure on  dowmestic prices. Another government
policy, price supports for paddy. has been in effect
sinee 1966 as a goard against an wnaceeptable decline
in farm prices. The government bas rasely been a
buyer of last resort, however.

Rice is also the country's kargest export commuadity.
In 1972 sice oxports reached o record 2.1 million
mietrie tons, valued at $213 million, or 19.5% of tola)
exports. The valume of rice exports previously had
peaked at 1.9 mitlion tons in both 1964 and 1963, bt
then declined in subsequeni yearns. Curtailment of
exports following the short crop in 1967/68 resulted in
total exports in 1968 of barely over | million {ons.
Exports remained at that wevel through 1970, rising to
1.6 million tons in 1971, Partially because the 1972
record exporis drew heavily on Thai stocks, 1973
exports of tice are projected to be comparatively low,
perhaps littke more than 1 million tons. Although
faced with very high world demand, in June the Thai
Government was forced temporasily @ han any new
rice commitmenis to foreign buyers in order to ensae
adeqquate domestic supplies.

b. Other crops

In addition to rice, a wide vasiely of {ood crops is
grown  throughout Thailand. Many are very
significant in domeaitic consumption, but with the
exceplion of corn, cassava and sugurcane, they play a
minor role in international trade. Among the most
important  fruits are  bananas, pineapples, waler-
melons, papayas, mangos, margostecns, citrus fruits,
longan, and tamarinds, Commercial vegetable
farming is coneentrated near Bangkok, but it has
expanded greatly in other wbvan areas during recent
years. Vegetable production includes various
cabbages, eggplant, rauliflower, pumpkins, tomatecs,
bamboo shools, and greens, These ase typically grown
by cthric Chinese in intensively cultivated gardens.
Corn, next to rice, is Thailand's most important grain
crop and its sccond most impontant export.

Rising demand in foreign markets has led to
spectacutar inereases in com praduction, eventuating
in a significanl share (at least 5%) of world exports,
Qulput rose from some 50,000 tons in the cary 1930's
to mare than 2 million tons in 1971, ‘The rapid growth
in production was brought about éssentially by
farmers’ responding to market forces, with virtually no
direct assistance from the government. Nearly all com
grown is a Guatemalan vasriety of vellow flint used as
feed for livestock nd poultry. Usually the crop is
plunted in March-April and barvested in July-August.

.

Average yields are low, but the relatively shost
growing season of 90 tu 120 duys allows farmers
seeond, planting of com orsome other crop in the July-
Seplember period. ‘The balk of the corn is produced in
the central region, with most of the remainder coming
from adjacent areas in the northeast. lnereasing
amourds of corn aze used domestically, but most is
exported, muinly o Jupan and Taivan. Exports
amotnled to some 1.8 million tons in both 1971 and
1972, sfthough price declines dropperd the value from
$105 million to $95 willion. Because of the setback in
1972 praduction caused by drought, export tonnage in
1973 will be sharply reduced.

Tl next-ranking grain crop is sorghum. Production
of sorghuin increased significantly afier its introduc-
tion to Thailand in the early 1960's; Exports reached
100,000 metric tous in 1966, declined in the next 3
yeurs us low farm prices and other factors caused
Tarmers to shift out of sorghum, and rose again in
1970, In 1971 record exports of 131,000 metrie ons
netted $7.5 million, and 1972 exports are estinited o
have been at ubout the same quantity and value.

Growth in foreign demard also spurred  the
production of cassava, Thailand’s fifth-ranking
expart. An unimpoertant erop in 1936, cassava has
become the principal eash crop in southeastern
Thailand, particularly in the provinees »f Chonbuii
and Rayong. Planting begins in these provinees in
November and elsewhere, generally in May. The erop
can be harvested 7 10 8 months after plunting, but
requires 15 months for hest weight and quality.
Production of cassava roots tripled over the last
decade, reaching 3.3 million lons in 1971, and only o
saall shave wis consumed domestically. Some cassava
is” processed domegtically imo flour for use in food
preparation, but most is pelletized and cuported for
use as a fattening agent in animal feed compounds.
Cussava expoits in 1972 amounizd to 1.3 million
metric lons, valued al $74 million. EEC countries,
particulurly the Nethedands and West Germany, are
the largest customers for tapioea pellets, and the
United States takes considerable amounts of tapioca
flour.

Under government encouragement to curtail
imports of relined sugar, sugarcane production rose
from 4.4 million metric tons in 1960 to 9.4 million

<stric tons in 1972, Sugarcane is grown principally on
small furms; however, a number of major nidlls have
their own plantations. Chonburi Province in
southeastern  Thailand is the center of sugar
cultivation, although some cane is grown in all
regions. Sugarcane is gencrully planted in March-
May, and milling begins in November. Sugar
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production in 1972 was cstimated al 685,000 tons
compared to 380,000 tons in 1971, Exports of raw and
plantation white sugar, have become an important
forcign exchange earner, reaching 427,000 metric tons
in 1972 (valued at 360 million) compared . 175,000
metric tons (valued at $18 million} in 1971. tn July
1971, Thailand withdrew from the Intemational
Sugar Organization and since then has had little
difficulty marketing its sugar surpluses abroad. N
sought reentry Lo the organization in 1973, however, as
a guaranice of markets in the futuse.

Thailand ranks fifth among the world's coconut
producers, but its role in world trade in this
commoadity is negligible, as about ninc-tenths of
production is consumed fresh domestically, thereby
providing a major source ot fat in the diet. Coconut
palms are planted throughout the country, but
productlion is concentraied in the peninsula and in the
constal areas of the central region. Annual production
is on the order of 1 million to 1.5 million tons from
approximately 22 million hearing palms. Some trees
bear year-round, but the bulk of the harvest is from
October through January. Exports of copra {dried
coconul meat) reached 11,273 metric tons in 1972,
Coconut oil production, however, does not even meet
the modest domestic demand, and small amounts are
imported. :

Tobuceo has become a very important cash crop
both in the north and 10 o lesser extent in the
northeast. The bulk of the crop is harvested in
February, Fhai farmers grow both a native sun-dried
and a flue-cured Virginia variety, Production of the
latter is largely ader the control of the Thailand
Tobacco Monopoly, a government commercial
enterprise which maintains a strict monopoly o~ the
manufacture and sale of cigarcties. Leaf is sold to
independent curers, however, as well as to monopoly-
owned curing bams. In addition, private exporiers
may buy the exeess over the monopoly's purchase
quotas. Total production of all types of tobaceo
reached an estimated 99,000 tons in 1972, of which
the Virginia variety accounted for about half.

Tobueco exports have grown markedly because of
increased demand from Thailand's principal buyers:
West Germany, the United Kingdom, and Japan, The
widespread embiitgo against Rhodesian tobacco has
also stimulated production of Thai Alue-cured tobaceo.
Indigenous Thai varietics, by contrast, repeesent only
a small portion of total exvorts, In 1972 tota) tobacco
exports were an estimited 18,000 tons valued at $14
mitlion, compared to only 1,503 tons valued at $1
million in 1960. Thailand also imports large amounts
of better-grade leaf primarily for blending in the
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production of demestic cigarettes. Imports in 1972
{aImost entirely from the United States) were valued
at $28 million, or twice the value of tobacco exports.

c. Industrial crops and forestry products

Industrial crops consist primarily of rubber and
various fibers. Vietually all rubber is produced i the
southern half of peninsular Thailand and in the
southeastern ip of central Thailand, where heavy
rains favor its growth, Thaikind is the world's fourth-
largest supplier of natural rubber, but it still accounts
for snly about 7% of « targe world markel, Almost all
rubber is exported, only a small share being retained
for domestic prochiction of tires, tubes, and footwear.
Despite a steadily increasing volume of exports since
1960, declining world prices have sharply recduced
carnings from this crop. [n 1972 subber exports
reached a record 325,000 (ons valued at $92 million,
compaied to 169,000 tons 1960 valued at $124
million. Rubber accounted for soughly 10 of exports
in 1972, making it Thailand’s third most important
agricultural commodity after rice ind corn.

The rublier industry has a number of basic
problems. In contrast to the eMficient system of estate
cultivation in Malaysia, it is hased on fragmented
holdings avemging less than § acres in size, Trees are
overaged, and yields are very low. Poor haridling ancl
erude processing methods result in production of foor
quality sheet, with less than 10% being rated first-
grade. In addition. competition from svntheties is
expected to cause Zhe lang-term downwazd trend in
rubber prices to continue.

Kenaf, kapok, and cotton are the principal fiber
craps produced, with kenaf {a substitute for jute)
being by far the most importanl. Grown almost
exclusively in the northeast, where it is the principal
upland crop, kenaf is used primarily in the production
of gunny bags; however, small quantities are used for
ropemaking. Kenal production, only 27,5318 tous in
1959/60, reached a peak of 657,000 tons in 1966/67,
largely because of favorable government programs
and price incentives. Expors in 1966 amounted to
473,000 tons; valued at $78 million, making it
Thailand’s third-ranking export in that year, Annual
kenal output has varied widely with conditions in
forcign murkets, particularly India and Bangladesh,
but since 1966 it has shown a significant downward
trend, In 1972 increased locut use of kenaf in the
production of gunny bags for export offset much of the
dectine of raw iber exports. In 1972 guny bag exports
amounted to 251,000 tuns valued at $52 million. The
overall outlook for kenal exports is unfavorable,
however, unless new uses for the crop are found
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through research. Trade is also hampered by Thai
problems in quality couteol as well as the lack of
dependable water supply for retting, a highly labor
intensive process of separating fiber from stock,

Kapok and colton together occupy o sul)sl:mliully
smezsier planted area than keoal, but they do have
important wses in Thailand. Kupok production,
mainly in the northes-t, is abont 100,000 tons of fiber
anneally. This silky white fiber is used domestically
for fumituee and matteess stuffing.  Exports have
shown oo significant change in the last decade,
aversging shout 18,000 tons annually and amounting
e about 37 million in 1972, Colton is cuftivated in a
number of areas but is centered in Sukhothai and Locei
Provinees. Production received a number of severe
sethucks in the last Few years. The area planted in the
1959/70 scason  declined by one-third, aftee the
previous years crop was hit hard by drought and
inseet damage. This drastically reduced area again
suffered frons drought and insects, which reportedly
destroved 0% of the erop. As a resubt, output of seed
cotton in 1970 amaunted (o 50,000 tons (colnp;lrcd to
130,000 tons in 1968) and had fallen (o 40,000 tons by
1972, The supply of mw cotton is far below domestic
requiretients, and the outlook for substantial increases
in output is not geod because many farmens have
ubandoned cotton :ts a cash crop as a result of the high
risks,

d. Licestock

Thai livestoek production, which probably accounts
for somewhat more than 10% of total agricultorl
output, is still mther backward, altheugh there have
been substantial signs of progress in recent years. Less
than ane-half of total production is commercially
slaghtered.

Pork is the principal meat consumed in Thailand.
Water buffaloes and eattle are present on most Farms
but are sold for meat only when they are no longer
usefud as draft animals. There are very fow dairy cattle
in the country, but attempts ave being made 10
intraduce them. Cousamption of milk, especially
condensed milk, is increasing, and dairy product
imporls in 1972 amounted to $28 million. Large
numbers of poultry are grown throughout Thailand,
and poultry and eggs account for more-than onc-thiad
the value of all livestock production, The lvestock
population un farns in 1970, according to unofficial
estimates, was as follows, in thousunds:

Water buffaloes 5,734

Cattle . o 4,667

Hoss . . . 5132

Chickens . 58,791

Ducks 7108
10

e oo — = m e o
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There are no direet government sapport payments for
livestock production: huwever, in an effort 1o improve
the quality of livestock, the government has
cstablished 15 livestock stations  throughout  the
country to provide artificial insemination of livestack
at & nominal cost. Despite the relatively small output
of livestoek produets, some 40,000 head of cattle ard
10.000 tons of hides and skins were exported from
Thailand in 1972.

¢. Fisheries

Fishing is one of the fastest-growing economic
activities in Thailond, the total annmal cateh rising
from 236,000 tons in 1960 to L.387.00G tons in 1971,
Fish provides a large portion of animal protein in the
That diet. and fishing has traditionally plaved an
impodtant role in the cconomy of southern ‘Thailand.
11 currently accounts for about 4% of GDY.

The share of marine fish in the total caleh inereased
from 70% in 1962 10 93% in 1971, largely because of
the inereased use of molorized trawlers. Almaost 80% of
the marine cateh comes from the enastal waters of the
Gulf of Thailand. The government has had some
sneeess in promoting deep-sea trawling. but fishing in
the Aodanun Sea is still relutively unexploited.
Principal species landed include duck fish, mackerel,
shrimp, and other shellfish. Probably only a (raction of
Thailand’s freshwater cateh is recorded; subsislence
fishing in inland waters is important and widespread,
and this cateh should continne to increase with the
growing numbers of large inland impoundments.

A small but increasing portion of the value of
Thailand’s exports is derived from fish and fish
products. In 1971 exports, principally to Malaysia and
Japan, totaled 32,223 tons, valaed al $21.6 million.
These cousisted mostly of shellfish,  particulady
shrimp. which alone acceunted for 55% of export
camings from [ish producis. The volume of shrimp
exports, however, actually shows a declining teend
from the high of 8,829 tons ccached in 1967, largely
hecause of increasing domestic consumption. Rising
prices in world markets have maintained average
exports for the last 3 years at about $12 million
annaally. Thailand's Third Plan calis for reversing the
decline in export tonnages and increasing shrimp
exports to 14,000 tons by 1976, more than deubling
the 6,200 tons exported in 197).

J. Forestry

Forests cover 72 mikion acres, or about 36% of
Thailand's total Jand area, but-ordy one-half of thal is
accessible because of a poody developed road system
and dense vegetation. Moreover, heavy cutting of
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timber has depleted much of the readily aceessible
stock, The contribution of forestry (o GDP, which
amomited Lo some 3% in 1950, has steadily declined
for the lust several years o coly abowt 2% in 1972,
Nearly all forests are state-owned, and govemment
regutation hus been imposed somewhat helatedly to
proleet existing reserves. En 1970 it was estimated that
illegal cutting amownted to twice that leglly
harvested by the Forest Department. Replanting of
teak, an important forest produet grown in the north,
has been extrenmely slow. Official figuses show that
teak  production—although well below the inugh
reached in the 1950 s—expanded from 103,665 cubic
melers i 196 to 228,300 cubic melens in 1970, Teak
is still Thailand's most important forest product in
terms of foreign exchange cumings, slthough its
importance steadily declined through the 1960's with
more domestic use of teak, Expoits amounted to
29,000 tons in 1970, compared to 100,000 tons in
1960. Lu the Lust 2 vears, however, exports showed a
substantial rise. reaching 40,000 tons in 1972, valued
at $10 million,

“The forests also provides yang, valued for its timber

-and resin, and o variety of other nseful woods. Yang

production during the 1960's followed the same
pattern as teak, with exporls declining as output
inereased. Exports dropped steadily from 107,000
cubic meters in 1960 1o an estimated 13,000 cubic
ncters in 1970, then rose W0 24,000 cubic meters in
1972, valued at less (han $1 million.

Extraction of firewood and charcoal totaled about
1.6 million cubic meters in 1970. Official figures show
that hoth have recently declived in importaace with
the increased use of ather fucls. Other furest products
inelude the all-importzat bamboo, with its varied uses
ranging from house construction to fishing poles;
several types of gums and oils that are also wsed for a
variety of purposes; and three forms of lae.

2. Fuels and power

Thailand is poor in energy resources. Petrolenm
products are by far the most important primary sowrce
of cnergy, accounting for more than four-fifths of
reported  copsumption. Virtually all crude oil s
imporied. Althotgh traces of oil have been found in
the Gidf sof Fiizilund, commercially exploitable crude
oil g, ity Aive yet 1o be confirmed. Actual
produetion 6f crude oil is confined to o small pumping
station in the Fang Basin that supplics less than 155 of
annual crude oil requirements. Mydroelectric power,
of increasing imporance but still a relatively new
source of cnergy, provides abeut one-seventh of
weported energy consumption, while lignite accounts-

CIA-RDP01-00707R000200090026-8

for only about 2¢2. Although duta are unavailable on
other energy sources, firewood, charcoal, sice husks,
and similar agricultural wastes are significant fuels for
commereial and domestic uses in raral areas.
Petroleuns refining was the most rapidly growing
industry durirg the 1966-71 period, expanding at an
annuad sate of 13.5% (Figure 6). Until 1964 21 small
refinery at Fang was the only processing fucility in the
country. Since that time. three more refineries have
started  producing. The Thai Oil and Refinery
Cowpany, Lid, (TORC), at Si Racha. with a 63.000-
barrel-percay  (bp.d.) capacity, is the countny’s
largest producer of gasoline and also produces luge
quantities of diesel oil, jet fuel, wud kerosene. The
Summit Industrial Corporation refinery at Bang Chak,
a Bangkok suburb, with o 65.000-h.p.d. capacity,
produces liguefied petsoleum gas,  light naphtha
reformales, kerosenc, jet fucl, gas, und diesel oil. The
other refinery is the ESSO Standurd Thailand, Lid.
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facility, which opened in February 1972 at Si Racha.
‘This plant has a capacity of 35,000 b.p.d. and
produces automotive diesel oil, jet fuel, light and
medium fuel oil, kerosene, and five grades of asphalt.
Although domestic consumption, estimated at 100,000
b.p.d., is well below capacity of the existing refineries,
a fourth plant is now under consideration, which
would have a 50,000 b.p.d. capacity and would
distribute petrolenm  products by means of an
averland pipe svstem. Despite the susplus capacity,
Thallund still imports large quantities of refined
products, principally diese] eil, lubricants, and special
fuels.

ailand’z only significant solid luel is liguite
{brown coal), which his been mined sinee 1957 and is
all conswmned domesticaltv. Production of lignite from
the twa existing mines rexched a high of 443,000 tons
in 1971, The one at Krabi provided fuel to a 60,000-
kilowatt powerplant on the southern peninsufa. The
other—at Ma~ Mo in the north—supports both a
powerplanl and u fertilizer plant. Both lignite-fired
powerplants are under the contro] of the Electricity
Generating  Authority  of Thailand (EGAT). 'the
country has ne known deposits of exploituble natusal
gas or coal, and nuclear generation is still in the
planning, stages.

Thailand’s clectric power industey hus expanded
considerably in support of the growing national
economy. Tnstalled capacity reached 1,613,000
kilowatts (kw.) at the end of 1972, haviig more than
doubled since 1968. Production dusing 1972
amounted to about 6.2 billion kilowatl hours (kw. hr.),
corresponding to a per capita output of 170 kw. hr
Over two-thirds of the national capacity is in thennal
plants (almost =1l of which are petrolcum-fired), and
the others are in hydroelectrie facilities.

Development has been simed at satisfying a
steadily increasing industrial demand. The significant
gain in power capacity during the past 5 yeurs is
reflected in 2 23% average annual increase in
consutption. This orientation toward industry has led
to a concentration of power use in larger urban
complexes, resulting in a low nattonal level of
electrification. In the Bangkok metropolitan grea, the
lurgest consumer center, service is provided to
approximately 60% of the people. Nationally,
however, less than 20% of the total poputation and
only about 10% of the rural inhabitants use electricity.

Operation of the predominantly government-owned
power industry is distinctly centralized, although there
are some significant regional facilittes. EGAT s the
principal controlling organization, accounting for
almost all of the power output. The very sall balance

12
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is provided by another goversiment agency, the
Provincial Electricity Authority (PEA), which is
vesponsible for rurg! power, and by industrial plants
for their own use. Three large installations contain
nearly three-fourths of the total capacity, and four
others represent almost an additional 10%. Two of the
three wajor facilities are thermal plants in Bangbok:
Bangkok South hus o 460,000-kw. capacity and
Bangkok North has a 267,500-kw. capicity. The third
is the 420.000-kw. Yan Hee hydroclectric plant in the
north. Yan Hee is the principal supplier lo the
country’s transmission network, serving the north-cen-
teal region, including the capital city. A regionaily
important powerplant in the south is the 60,000-kw.
Krabi thennal plant, which supports a small local
transmission iictwork. In the northeastern region, three
hydroclectric plants—the 40,000-kw. Nam Phrom
plant, the 23,000-kw. Nam Pong plant, and the
24,000-kw. Lam Dom Noi pluni—are the major
suppliers. The northeastern area alse is supplied with
power purchased from the 20,000-kw. Nam Ngum
Hydroclectric plant in Laos under a 10-year contrast
signed in June 1971 These four hydroelectric plants
and the Yan Hee Hydroelectric plant account for 40%
of national preduction. The four are joined into a
transmission system which provides focal service and
also is iriterconnceted with the main networs sor
added flexibility.

The heavy concentration of power consumption in
iurger cities is reflected in the design of the
transmissior  networks. ‘The three main svstems,
serving the north central, northeastern, and southem
areas, are intended primanly for channeling clectricity
for the main load centers to the negleet of smaller
towns and rural arcas. Bangkok, the country’s largest
urban wrea and principal industrial and commercial
hub, consumes ncarly three-fourths of all svailable
clectricity. Nationwide, industry accounts for about
two-thitds of the total consumption and domestic and
commercial users for most of the remainder.

Scheduled developnient calls for an increase in
national capacity by over 2 million kw. by the end of
1980, which wil moee than doule the end-1972
capacity. During the 1973-73 peried, principal
projects to he undertaken are the expansion of the
Bangkok South thermal plant by two 300,000-kw.
units and construction of the 375,000-kw, Sirikit
hydraelectrdc plant in the north. Both are fin2nced
partly by loans from the International Bank for
Reconstruction and Development, as were the Yan
Hee and some other plants in the past. The new
capacity will permit extension of the transmission
networks; the system in the south is to be linked to the
Bangkok area, and an additional connection from

b
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Sirikit to Bangkok will steengthen network integrtion.  of total national cutput. In 1972 mineral expuiis were
ax Other interconnections to the northeastern area will valued at S110 million, about 13% of (otal export
N join the major plants into @ national network. value, hut this sector aceounted for only 2.1% of GDP.
Expansion in the period from 1976 to 1980 isto be  Some 750 mines provide jobs for about 50,000 workers,
accomplished mainly theough construction of the  or about 0.3% of the conntry's fabor force. Recently,
360.000-kw. Quae Yui hydroelectric plant northwest  the annual mute of growth of mining output has slowed
: of the capitat city. the 150,000-kw. Mae Mol thermal — significantly, from 10.8% during 1965-68 1o 8.7% in
b phint at a lignite mine in the north, and the country’s — 1969-72,
# fist nuclear powerplant of about 300,000 kw. neir Tin is Thatand's leading primary product outside
B“"Ek};k' ”w] ([ICC"‘}'"" ll“ establish & auclear facility  (he agricultneal fforestry sector, accounting for 63% of
W .1ls n}l n;:ulcc(l )yll l;{u )scnlcc :ff]dnmu.;h:.'l fossil I':;vi.s. the value of mine output and 70% of mincral exports,
a limited hydroclectric potential, and the nced 1 . - . . .
) L | il the: ne 1O peninsular Thailand is the nwin producing area,
reduce relinnce on high-cost peteolenm  imports. . X
. . A R particularly the area exiending southward from
Develomment also is projected for the Mekong river in P . T P N
‘ . Ranong to Ko Phuket island., Aboul 60% of Thaitand’s
the northern border area with Laos, uuder the auspices - . R
fihe i . . tin is recovered Irom hydraulic and gravel-pumping
of the international Mckong Committee, R fe
. > i e operations.  Onshore mining i done on small,
A long-range project envisages gradoal electrifiea- 7 .
. oy - - individually-owned claims thal @ be worked
tion ol rural areas viver a period of 25 years, providing : e
! . cheaply by ti.ose methods, The move Lo offshore areas
power to a lurgz segnent of the population and thas . iy N .
. C \ with dredges, however, is expected to gain momentum
allering the pattern where service is available only 1o Vs
ot . . o over the vext few years as the more aceesiible land
larger urbun centers. Still in the planning stages, rural . N ;
e : Do e deposits show signs of depletion.
_‘ electrification is recommended by the United States X .
: . Tin are production semained at about 30,000 tons
d Ageney for Intemational Development, USAID would R o g - R
) 4 . L, annually from 1968 through 1972 (Figure 7). A tin
& share thie foreign exchange portion of the total cost of s A .
e - S0 : . smelter, owned by Thui Smelting and  Refining
e US5630 million with the Intesnational Bank for g - . .
as . R i Company (Thaisarco), a joint venture with Union
o Reconstruction and  Developmend and  the Asian T1 . = -
» - h - . Curbide, wus completed in 1965 at Phuket. Exports of
- Development Bank. The eltimate goal is to fumnisk N RN f
SEATE 90 . " L tin ore were curlailed in that year by the government, i
E N power 1o 10,000 villages, therehy extending clectricity y g M

and the company, given monopoly buying rights, has
since done all initial processing of tin concentrate in
3. Metals and minerals Thaitand. The country’s tin metal exports bave
declined in both quantity and value from the high

Mining is important to Thailland's foreign trade but — reached in 1967—26,997 metric tons valued at $88
is a relatively minor economic activity in the context  million~—to 21,351 metric tons valued $80 million in

to an additional 4 million people.

FIGURE 7. Mineral production (UfOU) ;
(Thousands of melric lons) ;

1960 1963 1089 1970 167t 1072

16,755 32,765 28,705 29,730 29,010 30,130

Timore..ooiiiiiias

TUNGRLER OF€. v s vv v iaiiaearansannnnsn 1045 063 1,205 1,380 3,315 5,801 4
O I [ 6,475 1,230 3,035 5,52 3,785
Antimony: )
OFe e e eene e eenies cieeaanass ne 125 1,500 5,545 5,305 11,170 :
Metaloo o oniiiii i e P I 380 2L 135 85 20
Manganese ore: 3
BAtROEY BRIGCcr s e vrnrnereninnennss 430 5,855 1,225 6,175 5,005 5.415
Metablurgien] grade. . , na 35,15 25,505 17,300 8,885 14,415 3
Chemieal grade na na na na na 25
lron 0%, oo nne reva . 11,475 190,505 477,305 22 3135 30,530 27,820 §
Gypsum.. 13,000 128,005 02,0353 144,250 167,005 50,803 J
Lignite... PN 107,785 05,335 347,810 300,870 145,085 345,485 i
Fluorite. . PN 3,400 245,105 207,360 317,850 426,500 394,070 B
Markecos st iiieiiniiiaiiacenaviaren.s 134,975 1,024,200 1,533, M0 633,705 488,730 372,185 %

na  Data not available.
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1972, Nearhy all tin metal is soud ta the United States.
Japasr, and the Netherlands.

The [low of foreign capital to large offshore wrining
projects supports a trend toward higher technology in
Thailund’s tin industey. The countrny’s first cutter
suction dredgge was puat into operation in 1972 off
Phuket by Thailand  Exploration and  Mining
Company (TEMCO), another joint venture with
Usioa Carbide. Other U.S. interests hive alsy moved
into tin mining opeations. Aleow and Bethiehem
Steel. cach with 22% of the shares, Iave joined with
Baitish inveslon in Associated Mines. @ new venture
which has leased offshore tin properties.

Thatland's wnawal tin production could Gall off in
the tramsition to further offshore mining. In the fit
guearter of 1973, price declioes foreed the Intesnational
Tin Council, of which Thailand is @ member, (0
inpose export tpedas on producers for the first time in
3 vears. Initially optimistic projections for 1973 tin
production and sales have also been tempered by a
U.5. decision o vesnme sales from ils tin stockpile.
Long-tenm prospeets are, however, that Thailaed will
continue to strengthen is position as the world's third-
Lurgest praducer (beliind Malaysia and Bolivia).

Tungsten is the only aiber metal produced in
significant quantities. Rising world prices stimulated
production and resalted in an inerease in tetal ontpot
from only 1,350 metric tons in 1970 o 3,843 metrie
lons in 1972, Exparts were vitued at $16.3 million in
1972, moving tungsten up o a distant second among
minesal exports. Official production and sales figures,
however, are probably siguificantly understated,
because muach of the tungsten produced in the south is
sinuggled in fishing boats 1o Malaysia by dealers who
buy ore from poachess. Thailand’s principal legitimate
customiers for tungsten ase in West Gennany, Sweden,
and the United Kingdow.

AL ommber of siles tangsten is mined direetly, hut
most output is extructed as a bypoduet of tin mining,
Kanchanaburi and Nahkon Si Thammarat Provinces
account for well over hall of annual output. Valued
for its hardness and strength, the mineral is used in
alloy steel manufacture, in production of carbide-
tipped dsill bits, wear-resistant tools, and hard-faced
malerial for catting edges. An extremely high melting
point gives it numerous military, nuclear, and space
applications.

Other metals, seattered in small quantities at
varigas areas in Thailand, currently provide little basis
for mining expunsien. Production of iron ore has
dropped  to insignificant quantities becanse of
depletion of the small high-grade deposits. The ore is
found in many areas, however, and further exploration

4

may uncover other exploitable depusits, Antimony ore
production rose shurply in 1972, but output is small
and tends to fluclinate widels with price changes.
Vianganese ore production also inetvased in 1972
Battery-grade manganese ore is used domestically, and
most of the higher-grade metadlusgical ore is shipped
to Japan. Prodduction of botl grades is stitl well below
highs reached in 1968, Lead ore production is
insignificant. No zine production has been reported
for the last 2 yeurs, but a discovery in Mae Sod,
reported to contain 3 million tons, may result in some
production in the Futare. Three U.S. firms—aAtlaatic
Oil, Basic Farth Science Svstems. and  Susa
Corporation—will ek Thai Zine, Lid., ina proposed
$20 milkion mining and smelting project for this netal.
A key featwre of the project will be an Anstralian
dosigned 30.000-ton-per-year smelter.

Of the nonmetallic minerals. fluorite (exleiwn
fluoride) production has expanded most rapidly. and
fluorite is Thailand's enly significant contribution to
world mineeal production besides tin and tungsten.
Output, which was negligible a deeade ago, rose
steadily In response to world demand to reach  high
of 426,500 wetric tons in 1971, Production fell o
595.070 metric tons in 1972, hawever, as prices for the
mineral declined sharply. Exports were valued at 810
willion in 1972, Thailand’s principal extracting arcas
for this mineral are in the northern provinces of
Chiang Mai, Lamphun, and Lampaag, where the
immediate problem for most miners s the lack of
efficient transportation. The country’s reserves of
fluorite have yet to be estimated, but they arc
probably substantial-because most mining is now done
on surfice outeroppings.

Waorld demand far fluorite is expected to continue
rising. Acid-grwele ore is the chief ne.  ai source of the
chemical, fluosine, and lesser grades -~ needed as a
i in the sinelting of steel-and also ha . applications
in glass making and aluminum refining, Second-
quality metallurgical grade ore, however, s now the
highest grade obtainable in Thailand becapse of the
hand-picking methad of ore dressing cureently in use.
A flotation plant designed 1o produce acid-grade ore
became operational in 1972 and should help overcome
problems in export quality control, which recently
have led 0 cutbacks in orders from Jupan, the
principal fMuorite buver, and may akso cnable the
industry to find new markets.

Lesser nenmetallic minerals consist of gypsum,
barite, and mard. Gypsunt praduction_reached a peak
of 167,905 tous in 1971 and fell off sharply in 1972 1o

some 89,805 metric tons. Nonmally, small amonts are”

exported to Malaysia, and the remainder is consumed
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domestically Reserves are estensive, Output of basite,
which is ground into u drilling mnd used in petroleum
exvlortion, hegan in 1967 and increased with the
stin? of offshore drilling for oil. Mujor barite depuosits
are in Songkhla. Mad, consumed domestically in
cement procduction, comes from o single mine in
Saraburi Provinee, whose output has declined steadily
sinee 1968,

The wmjor impediment to expansion of Thaifund’s
mineral production, is the inability to exploit reserves
ceonomically, Except for tin, most of the mineral
resources are found in the northern part af the countey
and it the momntains that extend north-tosouth along
the Burma border, where the major problems are lick
af access soads andfor the mavailubility or
ircegularity of low-cost butk transporl,

The degal frumework under which mining s
conducted in Thailand constitules a secund
inpediment to expansion. Nutional law requires that
Thai citizens hold a majority Interest in any mine
operating narth of the Hih parallel. Foreign finms are
thus discouraged from investing in mining enterprises
because they would lack control, and ‘Thai parlners
with sufficient capital are not casily found. Another
important consideration for investors, both lorcign
and domestic, is that min producing areas are in the
fur south and Tar north, where unsettfod political /se-
curity conditions are a risk. In addition, there has
generatly been o lack of effective protection against
illegal diggens on concessions.

4. Manufacturing and construclion

Manufacturing in Thailand remains « relatively
small sector, with emphasis on processing  of
agriculturl commodities and fabrication of some
consumer products and  building  maserials. The
country is trying to develop cfficient medium-sized
manwlactaring plants, bt most of its establishuients
are very small and many may accurately be classified
as workshops eather than factories, The sector uccounts
for anly 18% of GDP and less than 5% of employnient.
Bangkok is the primary industrial cenler, aceounting
for about three-quarters of the value of all
manefactured goods produced.  Outside Bangkok
modern  manufacturing, apat from agricultural
processing, is practically nonexistent, Nevertheless, the
sector is still one of the most rapidly expanding in the
cconomy, and althnugh overall growth has stackened
somewhat, it is still growing more rapidly than GDP.
Manufacturing outpat increased at an average annual
rate of 9.5% from 1967 to 1972, compured with un
L14% average unmual inercase from 1962 to 1967.
Additions to heavy industry—for example, the

estublishment in the mid-1966' of @ tin smelter and o
numbier of refineries—led to increases in valne added
in manefucturing in the latter year. but the sector has
also seen substential growth in light industries, which
have been the principal beneficiaries of investiment
promolion schemes.

Agricalture-related industry, pasticularly  food
processing, dominates the manufacturing sector. Food
processing plants, which account for about one-fifth of
value added in manufacturing, are predominately
small operations wsing out-of-date cquipment. Rice
milling for local consumption and export—the
nation’s principal industry-—is an example, OF some
40,000 rice mills in Thuiland. only a smal) prreeniage
arc modernized, Despite o decade-long prohibition on
construction of new mills vielding less thay 2 milled
cquivalent of 665% from paddy. most mills are small.
use antiquated equigizent, and provide low vields of
milled tice contuining Large peecentages of broken
grains. Most of the semaindec of the food processing
seclor is made up of Yaditional production by sugar
mills. tapioca mills, fruit cannerics, and enterprises
engaged in prodaction of oil from coconuts, sovbeans,
dice bran, and coltonseed—all in various mises of
modemization and antiquity.

Both sugar and tapicca processing in Thailund are
strongly tied to world demand for thzse commodities.
A continuing world sugar deficit hoosted Thailand's
sugar production (o 685,000 tons in 1972, more than
three times the-1968 ontput (Figure 8). There were 83
registered fuctories producing sugar, all of which weee
working at full capacity in 1972, Aboul 460,000 tons
of refined sugar are consumed domesticaily in
addition to substantial amounts of sugar produced
mainly for home use in simple Fann mills, tn carly
1973 the government lifted the limitation on the
number of wills and expansion of existing mills in an
effort ta increase sugar production,

Tapivea processing is another important segment Qf
agroindustry; it contributes significa nthy to exports. {n
1972 exports were $74 million, About 230 pelletizing
mills are located in Cholburi Provinee. Most are small
aperations, however, and the 10 Jargest mills account
for 80%% of output,

The Thai anning industry is also export-oriented,
in part because the abundunee of fresh food in the
focal market prectudes large domestic sales, There are
about 40 small fiems canning a limited selection of
fruits, vegetables, fish, and milk produets. Pineapple
camning is the industry's principal activity. Exports of
canned pineapple producls were still quite snali,
slightly more than $2 millicn in 1971, hut they
accounted for an appreciable share of the world
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FIGURE 8. Production of selected industries (UjOU)

1962
Gunny bags (thowsand umits) .. ... ... .. ... 10,813
Cotton textiles Whowsand oy, gurds)., ... ... .. HOB, 435
Maumade fiber Lextiles (thowsand sy, pardey. . .. . C
Sugar (medrictone). ... ... ... ... ... 151,341

Cement (mctric tons)....... ...
Paper (metrac tonsd ... ... ...
Tobaceo produets {metric tong). . . .
Petrolowm produets (thowsand fitersy . ... .. ...
Beer (thourand Gitersy

BT, 475
5,770
10,525

Not pertineat.

narket. The seven finns canning pineapples have o
combined capacity of 380,000 metric tons annually.
All have expesienced difficolties in oblaining
pineapples in desired quantitics, qualities, and sizes
for canning. Thailand's apportunity for ubtaining
farger share of the world market for certain canned
food items appears promising. Canned cueies are
already a smal} forcign exchange carver, and futuse
plans for expost include canned mushrooms and
coconut milk.

Production of vegetable oils has remained a small
industry. There are over 60 small plants processing
oilsced and bran, wmost of which are hampered by
problems of trregular supply. Vegetable oil production
in 1970 amounted to only 36,000 tons. Cocouut oil
production, concentrated i the south, leads in output,
{otlowed by peanut und soybean off in the north and
norheast and rice bran in the central region. A small
oil palm project was begun in the south a few vears
ago, but it has not yet reached the production stage.
Domestic consunption of vegetable oil is remarkably
low hecause of the Thai preference for animal fat.
Nonetheless, small amounts of vegetable oils,
inctuding coconat oil, are imported.

The relative importance of older forms of
agricultural processing has declined with the
development of new industries, which have accounted
for most of the growth in manufacturing over the last 5
yeurs. Thailand has very sizeable beverage and
tobaceo industries. There are now over 100 soft-drink
bottling plants with an qggregate output of 50 million
units annually. Beer output hus dropped off in the last
few years totaling ncarly 84 milkion liters in 1972, or
about 14% below the 1969 level. Tobaceo processing is
a major activitys it consists of four government-owner!
plants operated by the Thaitand Tobaceo Monopoly.
Production of munufactured tobacco products,
primarily cigarettes, has increased at un avernge rale
of 4.75% annually over the past decade, reaching
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1968 1060 1970 7 HEH
43,285 11,895 63,050 81,340
322,235 343,970 365,455 412,210 450,000
10,615 18,230 11,435 o9, 740 LO4h, 0630
188,775 318,120 106,640 450,000 k35, 000

20008,200 2,403,385 2,696,980 2,779,015 3,40
23,950 20,190 30,875 783 43,405
13,585 14,420 15,290 16,0480 16,774

T3 3,607,115 3,880,185 5,380.055 G, 03,105
33,810 30,240 38,330 32,130 33,870

16,773 tons in 1972, all of which was eonsumed
domestically.

Small-scale and outdated [facilities also inhibit
growth of the wood products tudustry. “Chailand has
been comparatively slow in taking advantage of the
phenomenal increase in world demand For trepical
liardwoods, OF the more than 500 sawmnills in country,
the majority ase small and use antiquated machivery.
The few relutively sophisticated wood-based industeies
inclade two sizeable plywood plants (the larger of
which is state-owned), four veneer mills, three
chipboard plants, two fiberboared mills. and some 530
stiadl fueniture and wood working factories.  Plywond
production, 24,600 lons in I19TL, is at a level slightly
higher than normal domestic demand; however, the
general slowdown in 1971 construction activity
released abont 7.000 tons for export. Plywood exports
still amounted to less thaw $1 willion, while 1971
exports of logs and suwnwood totaled no more than
$13 miltion.

The development of ather consumer-oriented
industries such as textile manufactwring, paper
production, and vehicle agsembly has been rpid in
recent years and has contributed substantially toward
minimizing the trade gap through import substitution.
For ull of these items, however, Thailand is still a la rge
net importer. Perhaps the mast successful industaial
development has been in textile manufacturing,
which, ander heavy promotion since 1931, has
developed rapidly to meet o Larger share of the needs
of the expanding population and is now almost
adequate to meet domestic demand. The indust v is
highly labor-intensive and is compused mostly of snall
factories engaged in one or more phases of the
production process such as spinning, w raving, dyciog,
and finishing, Only a handfal of companies—mostl ¥
those with Japanese or Chinese participation—have
integrated all the steps of theqproduction process.

The spinning phase of the textile process is heavily
dependent on imported textile fibers. In 1972 there C3
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were about 700,000 spindles, the bulk of which were
tocated in 25 major factories. Abont 73% of the
country’s spindles ase only catton, 10% use exchusively
synthetics, and 15% use polyester-cotton blends. The
conntry is closing (the gap in manmade fiber
production. mainly polyvester nvlon. but meets less
than hadf of its annuul requirentents for raw cotton
from domestic production. Imports of raw collon
smounted to $34 million in 1971 and will probably
remain at ahigh level because the production of yam
of export quality uses a larger propetion of imported
colton. The high price of cotton, an the other hand, is
partly responsible for a teend toward substitution of
manmade fibes, Some mills have recently begin to
mike blends, and those already producing blends
have inereased their synthetic fiber content.

The weaving sector also has a few very large
producers, and it remains {or the most part a cottage
industry, I 1971, 4,300 weaving mills with some
25,000 loonms produced 310 million squure vards of
fabries of all types. In addition, there were 145
factodes doing bleaching, dycing, printing, and
finishing, with an annual output of 400 million square
vards, sulficient for domestic needs for this type of
processing. A number of other small operations
produce quilts and blankets, canvas shoes, fish nets,
und twine,

The production of gunny bags from kenaf fiber has
recetly been a strong sonree of exports. Combined
output from 10 factories reached 81 milfion hags in
1972, an increase of 28% aver the previous yeur.
Domestic use reaches aboul 40 million to 350 millicn
bugs wnnually, depending on agricultural surpluscs.
Exports of bags were boosted in the last 2 years as 1
result of problems in Bangladesh (the source of Jute
bags). In future years, however, Thailand is expected
(o face strong competition from Banglacesh and from
ludia, both of which praduce bags of higher quality
than those produced in Thaitund.

That mills produce a wide range of [abries, although
most spun yarn used,in the mills is helow 40 count and
thus is used predominantly t¢ manufacture coarse
fabrics worn by the majority of the population.
Production of cotton textiles reached 430 million
square yards in 1972, compared to 109 million in 1962,
Manmade fiber fabric production, begun only within
the last 6 veurs, has grown even more supidly, reaching
190 million square yzrds in 1972, but is still far dess
important than cotton. Despite u glut in the domestic
maiket for-vertain items, the government in late 1972
lified a ban on expansion of the industry in an efford to
haost exports. The Board of Investimant granted
promotional privileges to newcomers and to existing
firms with the stipulation that within 3. vears

promoted figms must export at least four times the
ci.l. value of muchinery and equipment purchased
from abroad.

Silk und silk products are of minor importance when
compared to the textile industry as a whole. Recent
improvements in quality, such as new processes for
crease resistunee, make silk a highly sought after item.
Domestically prodneed saw silk, however, is in very
short supply. and most silk is spun Is m imported
vams, Effosts to increase local production include
experimentation with imported Jupunese silkworm
cggs, which produce cocoons vielding 3 1o 4 times as
much silk s indigenous varieties. In 1972 jmports of
silk (82 million) actuadly exceeded exports ($1.5
midlion). Maost Thai silk, huwever, is sold to visiting
tourists.

Thailand remains a nei importer of testiles and
testile fabrics. Imports, mainly synthetic fibers and
fubrics of types nol lacally produeed, amounted to $66
million in 1971, Raw cotton und sitk snports were
another $36 million. Exports in 1971 were very small,
amounting to 18 million, excluding silk and kenaf,
and consisted mostly of cotton fabrics and wearing
apparel, which were sold mostly to the United States.
Low labor costs and an inercasing proportion of
modern equipment, however, put the induster in a
favorable position to increase exports.

In spite of governtment and private efflorts to
develop the paper industry, Thailand remuins heavily
dependent on imports of paper raw materials and
finished paper products. Paper manufacturing is
hampered by high costs of imported pulp. Local
production ol short-fiber pulp from bagasse
(sugareane residue), kenal, and bamboo is insufficient
to supply the industry, and all of the 28 paper mills
depend at least partially an palp imports, which
tcached 60,000 tons in 1972 at a cost of $11 million.
Most imported pulp originates in the United States,
Taiwan, and Japin. Despite high tariffs, local
products are often not competitive with paper imports,

Production of printing and writing paper and of
tissue paper is nearly sufficient to meet domestic
demand. The governmeot-owned Bang Pa In will,
which daily uses 40 tons of bleached rice straw pulp
mixed with 20 tons of imported chemical pulp, is the
largest producer of writing and printing paper, with
an zemual output of 17,000 tons, or abowt 57% of the
industry’s production. Of the ten other factories
providing writing and printing paper, the only two
sizable ones are the Bangkok Paper Factory and the
government-owned and -operated Thai Paper Factory
at Kanchanaburi. There are four mills producing
lissue, with a combined output of 14,000 tons
annually. Two of these are joint ventures with Scott
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Paper Company and Kimberly Clark, both of which
mis waste paper with imparted pulp in the production
process.

Siam Kraft Papes Company, the only local producer
of kraft paper. has an annual productive capacity of
31,000 tons; it consumes 48,000 tons of imported fong-
fiber pulp and 18.000 tons of bagasse pulp annually.
Principal praducts are cement sacks, liner hoard. and
cortugated mediug. Mounting indebtedness forced
the company (o close down for @ montiis in 1970, a nd
at present its financial position is extremely weak.

tmports of all types of paper e expected to
cortinue rising. Newsprint is by fac the largest single
import by quantity and value. Kraft paper and
paperboard are also large import items., Onie propasal
for reducing the heavy drain on forcign exchange from
importing puper products is a joint Thui-fseachi pulp
and paper mill, which would use pine woud Trom
Chiang Mai in the production of 60,000 tons of
newsprint annually. The mill would not be
operational until 1975. A World Bank mission has alsa
suggested establishment of pine plantations in the
northeast us the basis for such a pulp industry.
Possibilities For using locally available nonwood
sources in pulp manufacturing are alfo being explored.
OFf the severs] materials being studied, kenal scems to
be the most promising.

Automobile and :ruck assembly was intredueed into
Phailand in 1961 and is now done by 10 plants, all
focated in the Bangkok area. Despite this relatively
lurge number of plants, however, less than half of the
50.000 uew vehicles sold in 1972 were domestically
assembled. Thai automotive assemblers, led by Toyots
and Mazda, perform metal finishing and painting, as
well as the assembly of finished components. Engines,
chassis, other major parts and accessorics are imported,
maiply  from  Japan. Domestic products used in
assembly operations are tires, tubes, batteries, fuel
tanks, mufflers, radiator fans, wiring, brakes, and
brake linings. Auto assemblers are now requi red to use
domestically-produced components equul to at least
25% of product value,

Supporting the domestic motor fleet, thereisa fairly
well-devcloped tire industry. In 1972, four manufac-
turers owned Facililies with a combined eapacity of
about 1 million tires and 730,000 tubes. These
companies (Firesione, Goaodyear, Bridgestone, und
Universal) used about 12,000 tons of natural rubber,
or about 455 of the riation’s annual rubber production,
and about 2,000 tons of synthetic rubber. The four
companies, however, operate well below capacity.
Despite an cmbargo on specified types of tires, imports
are still substantial.
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[ntermediate incustries such as cement, chemieal,
glass, and metal production. bave increased in
importance but ace still fairly recent additions to the
manufacturing  sector: and. except for cement,
‘Thailand remains heavily dependent on imports of
these items. ‘The cement industry has miade important
advances over the Tast few vears, with total capacity
Deing increased from 2.9 million metric tonsin 1971 to
4.0 million metric tons in 1972, Actual 1872
production was nearly 3.4 million metric tons.

There are now three muajor cement firms in the
country, and output from all theee i primarily
portlanedd cement (made from o misture of limestone
and marl). Siam Cement Company, Lid., the giant of
the industry with four of the nation’s eight plants and
annnal cement capacity of 2.8 million metric tots. is
now the largest industrial establishment in Thailand.
it employs 5600 workers, producing some 2,000
products, with an annual tumover of $75 million.
Jalaprathan Cemeat Company. 30% owned by Kaiser
Cement and Gypsum Cowpany, is second Jargest with
two plants having a combined capacity of 900,000
metric tons annually: and a thied company, Stam City
Cement, has a single plant with a capacity of 600,000
metric tons. A smaller firm, Universal Company. Ltd.,
which bad lLeen the exclusive producer of white
cement for surface rendering and finishing has been
hampered with suepluses since  Siam Cement
Company, Ltd., cutered this fickd.

The wain problem the Jocal industry faces is
overcapacity; domestic demand is currently running
under 3.0 million metric tons. The export market for
coment is not attractive because of the high cost of
transporting cement. In addition, world market prices
are far below those obtained in the domestic market.
Aided by a new export tax credit scheme, however,
cement producers doubled exports in 1972 to 530,000
tons, valued at $9 million. Principal buyers were South
Vietnam, Indonesia, and Singapore. The tax credit
scheme was very timely because the industry has been
Ihrcatened with increasing surpluses as a result of the
stuggishness of private construction activity. Further
disposal of surpluses may not be an insurmountable
problem, as Thailand’s cement has an excellent
reputation  for quality. [n 1973 Sium Cement
Company, Lid., reportedly committed 320.000 wmetric
1ons to Indenesia, although at close to production cost.
Thailand also hopes to participate in anticipated aid-
financed purchasesfor recotstruction in Indochina.

The chemical industry in Thailand has become an
importunt part of the manufacturing seeter only
within tlic last decade. Pror to 1960, the main
chemical industry was the production of ignitable
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mixtuses for matchbieads. Thaitind now produces a
wide vuriely of gases, acids, and chemical compounds.
Problemy of the industry are lack of raw maderials,
liigh electrical power costs, and most important, a
domestic market that is 1o small to justify plants of
oplimum scale,

The country has a number of facilities producing
hasic chemicals. Six plants produce catbon dioside for
use in the production of beer, dry ice, and earbonated
drinks. ‘There are several Facilities producing oxvgen,
acetylene, ammonia, and nitrons oxide, Nitrogen is
produced as a byproduct in some chemical processes,
bat loeal capacity is mueh greater than demand and
ne export market has been found. Chlosine,
byproduct of caustic soda, is also prodineed in
quantities far exceeding local requirements. Caustic
soda production amosnted 1o about 40000 tons in
1972, or aboul lwo-thirds of capacily. It is used in the
procluction of si?cates and testiles, and in the recovery
of lubricating cil. Similar supply-demand siluations
exist with respeet 1o the poduction of sulludce and
hydrachlorie acids.

Constrction is now underway in Cholburi on
Thailand’s first petrochemical Tacilities to produce
basic materials for use in the manofucture of plastics,
paints,  detergents, fibers, and other industrial
products. The first stuge of production, which will
convert naphitha into petrochesnical intermediates,
will eploy a cracker with a capacity of 150,000 tons
of ethylene annually, more than adequate for
domestic requirements. The second stage of
production will turn out polvethylene and other basie
petrochemicals, Foreign investment is critical in both
stagres. “Thad Qil and Refinery Company, Lid. {TORC)
and Royal Duteh Shell will jointly own the first stage
[acilities, while Mitsui-Mitsubishi will owu those of
the second stage. Completion of the project is now
sehediled for 1977; total construction cost is estimated
at 8300 million. In the interim, as part of the
agreement, Mitsui has been granted monopoly righis
on petrochemical imports from Japan. The project is
viewed with skepticism by some who elaim that a high
level of tarilf protection will be required to make it
profitable. [n any case, the project is likely to generate
a whole new complex of industries, A pumber of
companics have already shown interest in establishing
processing  Tacilities for other petrochemiest de-
rivatives.

Fhere are a few plants in Thailand producing
plastic intermediates from imported  chemicals.
Polyvinyl acetate, & basie campound of emulsion
puints and adhesives, is produced by local branches of
two iullinationat firms. Polyvinyl chloride, basic to

2

the production of a wide varicty of plasties. including
flexible pipe, cable sheathing, foor tiles, hose, bottles.
and upholstery, is manafactured domestically using
imported vinyl chloride monomer, which will be
produced  Jocally  when the petrocheinical  project
comes an strewm. There are also three praducers of
acrylic plusties, which are used in the manufactore of
furniture and fixtures.

Smuller plastic adicles are produced in seatlered
small plants, but in a less developed country sueh as
Thailand, it s usually difficolt to secure accwrale
statisties on the numbers of related fizms or their
output.  Nevertheless, it is elear that these are
numcrous {actarics turning basic matertals into plastic
artifaets. AL least 300 plants, each employing no fewer
than 1,000 people, are known 1o produce such ileos as
packaging bags, moulded toys, containers, trays, cord
and Lupe, pipe and hose, and insulated wire and cable.

Thailand has only one major fertilizer ptant, the
Chemical Fertilizer Company, Ltd. (CHEMFERCO)
al Mae Mo in Lampang. Using focal lignite depuosits
anidd imported sulfur as rew matecials, the factory has a
rated annual capacity of 60,000 tons of asmonizan
sulfate and 50,000 tons of urea. Operating costs with
lignite are excessive. however, and despite high tarff
protection, the plant has consistently operated ad a loss
since beginning operations in 1966, In October 1972
the Board of ovestment approved a joinl venture
hetween CHEMPFERCO and  Jupanese interesls
which, although stifl in the planning stages, could
eventunlly produce 320,000 tons of mised fertilizer
annually using imported and locally available
nalesials ad o ralio of five to one. The conntry's ouly
other fertilizer production is done in plants in
Bangkok, which convert municipal garbage to low-
nutrient compost. Pesticides are not produced locally,
but there are three operations which blend imported
chemicals inlo various formulations for use with
different crops.

Among the metals industrics, the one in which maost
progress has been made is steel, but even in steel
production Thaitand has far froni o modem,
completely integrated facility becanse of the absence
of signifieant quantities of ore or coking eoal. The steel
industry has expanded rapidly in the kst 3 yvars under
cncourpgement of the Board of [nvestment, bt
Thailand still impdrted 800,000 tons of steel procducts
in 1972, At the end of 1972 there were 11 stcel plants
with an jnstalled capacity of 550,000 tons annually.
Bars. reinforcing or wire rods, and light scctions
account for 70% of capacity. The remainder is
primarly castings. Most steel plate praducts are
imported, as tocal output of these falls far short of

19

N A D

APPROVED FOR RELEASE: 2009/06/16: CIA-RDP01-00707R000200090026-8




APPROVED FOR RELEASE: 2009/06/16:

T

demand. There are memerous auxiliney industries,
wsually small, processing tron or steel into final
products: many of themn specialize in sueh items as
pipes, nails, galvanized sheets, and small pants. The
industry’s raw materdals are for the most part
imported. and include scrap iron, fire bricks for
Fumace Jinings, clectrodes, and fere=~lloys, Lopburi
Provinee is lhe only place whese iron deposits are
heing waorked: they supply three Dblast fumaces
operated by Siam Iron and Steed Company (SISCO)
which togethes produce 15000 tons of pig iron
annually. This facility, to he expanded with a new $21
million loan from the Interaational Finanee
Corparation. has also camed the distinction of being
the first to export castings.

The steel industry’s future over the wvext decade
looks promising from Thailand's Board of Investment
plans for its expansion. Despite prevailing high costs
and samie huildup of stocks, the Bourd of lnvestment
invited applications in mid-1973 for promotional
certificates on three new steel projects that would
greatly increase the country’s imporl requirerents foe
serap iron. The projects are lo be independent
factories: one to produce 700,000 tons of hot-ralled
coit amnually: another 1o produce not less than
500.000 tons annually of cold-roled sheet from hot-
rolled coil; and a third to produce not less than |
million tons of steel plate. A That-Japauese joint
venture has been proposed whereby, G.S. Steel, the
country’s largest wite rod and round steel bar
manufacturer, would hold a 55% shaze in the projects
snd 45% would be held by four Japancse steel makers,
Kawasaki, Nippon, Mitsubishi, and Mitsui, The
proposal calls for completion of all three projeets
within 7 vears.

In aonferrous metals, littie has been accomplished
outside the tin industry. Thuiland completed
construction of its first electrolytic tin plant in 1973
with & capacity of 65,000 tons. Despite its being the
world's third-largest supplier of tin, Thailand had
been imporing about 45,000 tons of lin plate
annually for the canning industry at a cost of $13
million.

Thailand is mere than self-sufficient in certain
calegories of gluss products, including avérage quality
sheet glass, however, construction companics continus
to impirt’ more specialized and higher-quality types.
Among the three major glass producers, Thai Asahi
Glass Compuny, 1.Ad., is the sole producer of sheel
glass, with a capacity of 67,500 tons aunually. Exports
of glass in 1972 amounted to about 305 of total
siles—=a result of large Japanese orders. Domestic
demand is from ceastruction firms, brewers, bottlers,
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cosmetic manufacturers, and pharmaceutical
packagers. The future of the ghes industey seetns
prowmising. as a growing marked makes it increasingly
prafitable to produce more sophisticated protluets.
Exeept for soda ash, raw materials for glass production
such as sand, limestone, and dolomite are avaikuble
tacally

The construction seetor in Thatland is stull,
contributing about 4.8% of CDP und employing ovly
about 1% of the labor force in 1972, Unskilled, low-
paid workers predominate; the average wage of an
unskilled worker is equiivalent to about 10 U.S. cents
an hour. The coustruction boom of the 1960 s,
however. cerlainly increased the level of skills
throughout the indostey. Sheet-metal workers,
welders, and heavy-equipment operators are among
the highest puid workers, averaging about 35 ceuts per
hour. Skilled electricians, painters, plumbers.
hrickiavers. and carpanters can alse be found with
little difficulty. Thai contractors have been abie to
provide an increasing part of the light engineering and
architectural skills needed in private and public
conslruction activity. Most materials, particutardy for
residential construction, such as cement, precast
conercte, sheet glass, brick and tile produets. timber,
plywood, particle board, -wsphalt, reinforcing steel,
andl pipe are locally avaituble mported materials,
mainly heavy machinery, electrical equipment,
sanitary poreclain, appliances, steel sections, wnd
plastics, are readily available through local
wholesaters.

The construction sector has petformed poorly in the
Jast 5 years because of reductions in U.S. military
construction activity, a leveling ofl of publie
investment in power, transport, and firrigalion
facilitics, and most importantly, a decline in private
investment, For the 1967-72 period, as a whole. the
industry did not grow at all, compared to an average
annual increase of 15.2% dusing 1962-67. In the
coming vears. funds will probably again be funneled
into construction as private investment recovers.
although a retumn to rutes of growth such as those
experienced during the commercia boom of the carly
1960's is not anticipated. Certain types of construction
in Bangkok proper, such as hotel construction, may
have reached théir peak. On the other hand, several
large public works projects are planned for the nest 5
vears, including a *vater-supply project, a new sewage
systein, expansion of port Kicilities, and a road system
circling the metropolitan area, There is also 2 critical
need for urhan housing in the Bangkok area,
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5. Domestic tsade

Wholesade and  retail trade, the thind-ranking
ceonomie seetor, provided emplovment for about 8%
of the labor foree and accounted for nearly 17% of
CIP i 1972, The focal paint of the trade network is
Bangkok, which receives agricultural produets aud
raw materials from the provinces and  distributes
manufactures to themn. Except for trade between
Bangkok and the provinees and teaffic in draft animals
and salt, there is little interregionad tracde beeause of
the widespread local Lvailability of staples, such us
rice, vegetables, wnd construction materials,

Large wholesule firms, most of which import and
export general merchandise, ure concentrated i
Bangkok and maintain provincial depots. Whalesalers
established in the provinces ded primarily in
agricultural goods for shipment to Bangkok and are
important sourees of agricultural eredit. which is
advanced against the assurance of delivery of produce
(o the creditors.

Retai! trade is frequently combined with wholesale
activity. Almost all retail outlets, both in Bangkok and
the provinees, are small and specialized. In the
provinces, the principal retail outlets are smadl shops,
lueal fond markets, and peddiers.

Chinese merchants, operating small Tamily-owned
retail finms, dominale Thai commerce. Althougl: the
government has setained a few restrictions (o curb
Chinese ownership in some sectors of the economy, the
assimilation of the lange Chinese minoeity has been
relatively thorough, and there is litle overt hostility
hetween Thuis and Chinese,

C. Economic policy and finance

1. Govemment policy (U/OU)

The overriding concerns of Thai publie policy are
the improvement of the nalion’s living standard and
the development of a sound basis for continned
growth, Direet government patticipation in the
economy is relatively limited. The govesnment’s share
of GDP has heen between 15% and 20% in recent
yeurs, a pordion shghtly. below that of other Asian
countries. Apart fram planning public expenditures for
enlargement of the country’s infrustructure, the
government  influences the puce and course of
cconomie growth princijrlly by maintaining a stable
environment relatively free of direct controls and
targely favoring the private sector, which typically
acecounts for more than two-thirds of total investment
annably.

CIA-RDP01-00707R000200090026-8

Although general policy is to limit its direct
ceonomic pacticipation, the govenment does,
however, own or control key segments of the Thai
ceonomy, incuding the postal service, telephone,
telegraph, radio, and television  eommurication,
suilroads, ports, and aidines. Mineral expluitution,
extraction of forest products, water supply, electrie
power. passenger transporl, and insurinee are
controlled cither by direet participation or by special
arcangements, The governinent also participates in the
manufacturing seetor, with stade monopolies opemiting
in the manufacture of cgarettes, alcoholic beverages.
iatehes, and playing cards. Government  plants
produce cement, paper, gonny bags, lestilizer, leather
goodds, prepared fouds, and a variety of other items,
hat most of these are sall opeeations. Manwfacluoring
is stifl essentinlly a private activily. Govemment
enterprises ncecomnt For only about 6% of the seetor’s
contribution 1o GDP. Government policy to refrain
from creating additional enterprises in competilion
with private business is reaffirmed in Thailand’s most
recenl national cconamic plan, which aso spevifically
states that consideration would be given to privale
pacticipalion in state enterprises,

Since 1961, national economic plans have provided
general guidance for Thai government poliey. Such
plans provide various agencies of the govenunent with
a browler scope for decisionmaking than is possible
theough the nommal single-year budgetary program
and allow for better project preparation, which is
important in stiracting foreign financing. Neveehe-
less, detailed planning remains feasible only on an
annual hasis, and plans must be reviewed each year
beemise of changing conditions. The initial effort 10
coordinate development objectives—the  First
National Economic and Socisl Development Plan
(1961-66)—actually. represented litle more than a
broad mulliyear progeaum of public development
expenditures. Production targets were establiskied for
the vardous Sndustrial sectors, but specifie policy
proposals for reaching the gouls were facking. Tangets
for key seclors cither were achieved or exceeded,
largely because of unexpectedly rmpid increases in
privale investment. Real growth averaged 7.5%
annually during the First Plan period, far above the
rate projected.

Mast of the targets of the Sccond Plan {1967-71)
were reasonably well acliieved: however, real GDP
growth rule was 6.6% annually instead of the
projected 8.5%. During the plan period, continuous
revisions oceurred, and lotal expenditures for
development were about 285 above the original plan
targets. The major podions of development spendling
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went (o investment in public works (32% ), education
(25%). and agriculture and irdgation (14%). A far
greater shase of the plan was financed from domestic
sonteces than originaily anticipated, partly the result of
a Dbetter than expected performance of state
enterprises. Foreign financing of this plan accounted
for only 14% of total expenditures, compared witl the
808 orginally estimated.

The Third Natiooal Ecenomie and Social
Development Plan (197276} projects an average reu
growth rate of 7% per annum, with lowe: growth rates
than the Second Plan in all seetors excepl agriculiure.
Anticiputed slowing of the population growth rate
from the present 3.2% to 2.5% annuadly  would,
nonetheless. taise real per capita income by 4.5%
atmually. In the Thied Plae the priorities huve heen
altered somewhat, with education getting the Targest
increase in development funds, agriculture and
irrigation  getling the same  share, and  physical
infrastrocture declining. Fducation is allocated 33%,
physical infrastrueture 275%. social, urban, and el
developiment 18%, and agrienlture and irdgation 14%.
Because there is concern that the balance of payments
could restrict future growth, development strategy is
direeted  at increasing exports, al a rude of 8%
atmually, and fiseal and monetary measures are
contemplated o check import expansion. The Fhird
Plan calls for total expenditures of 100 billion haht, of
which about 17% weuld be financed from foreign
loans and grants.

Within the broad Frame of development planning,
but often functionally sepurate from it, the
govemment sets specifie policies for individual seetors
or activities. Agricultuml policy has emphasized the
construction ol irrdgation projecls as . means al
increasing  production and  continuing the trend
toward the diversification of fanning, The construe-
von of secondary canals, however, lis lagged far
behind impoundment construction, thereby limiting
the utility of the existing irrigation systems, Third Plan
steategy is to concentrate on expansion of secondary

ainals, us the most ambitious physica! rget of the
enlire plan is a 48% expansion of irrigated arca by
1976. The state’s highway construction program has
made commercial farming feasible in new arcas and
has contributed geeatly to the success of diversified
farming. To further this objective, the Third Plan ulso
places great emphasis on construction of provineial
coads rather than wational highways,

Day-lo-day govermnment participation in agricuiture
is modest. Except in the case of tobacco, theie is no
direet government regulation of crop production. The
govemnment offers no direct erop subsidies, but does
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maintain price supports for rice. corn, cotlon. and
kenaf, The fevel of guarmteed prices bas been raised
so that substantiad facentives are offered to Larmens,
The government also sponsors smaall programs which
distribute fertilizer 1o farm cooperalives at conees-
sional prices. and farm credit s being expanded
through govermment-guaraniecd commereial bauk
Jouns and financial steengthening of the Bank for
Agriculture and Agricultural Cooperation.

The government’s role in foreign trade regufation is
relatively minor. Most products may be imported
without license; Dowever, goods which the govern-
moent considers unduly competitive with domestic
products are subject to leenstng, For example. import
liconses are normally denied for sugar. tin, teak, and
certain silk soods, lu general, goods may also be
exported freely after the bsuance of a “certificate of
exporlation,” which assures repatriation of proceeds
and the payment of any applicable  duties or
premiums AL lighes the zovernment has resorted o
quotas of all out bans on exparts of riee to insure
adiequate domestic supplics. Exchange teansactions,
inclmling  private horrowing abroad, are virtually
anrestricted. The maujor control over the exchange
system is the requirement that all foreign exchange
transactions lake place through an anthorized agent of
the Bank of Thailand. Approval of autgoing payments
for currency transactions is essentially automatic,
however, subject to import-licensing provisions.

Encouragement of fereign investment has long heer
a principal tenet of government policy. Under Jaws for
the promotion of industral investment, selected
industries, primarily impest-substitite and  export
industries, investment incentives are offered, which
may include busmess and income Lax CONCLSSIONS,
import duty exemptions, unrestricted repatristion of
curnings and capital, consideration of tariff protection
or restriction of competing imports, and the exemption
of export duties on commodities produced for export,
All promoted ventwres are guaranteed freedom from
pationalization and from competition with govern-
ment-owned enterprises. While the government’s
industrial promotion progra.a has succeeded in
atiracting investment funds, it should be noted that
the lurgest part of domestic investment, as well ws a
substantial amount of loreign investment, is
claneled into nonpromoted projects.

A recently enacted Alien Business Law and Alien
Occupation Luw, designed primarily to cohanee tocal
Thai participation in investment aetivitics, may have
a significanl negative impact on, potential invest-
ments. These Iaws outline three categorics of business
and place various rstrictions on vack. Category A
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coumerates 39 types of Husinesses and professions that
are reserved exclusively for Thui citizens, induding
civil engineers. lawyers, accountants, archileets,
brokers, und clerks und seeretaries. Foreignens
cutrently owning or managing businesses in Category
A would have 2 yeurs in which to assume a minority
position. New foreign entesprises wonld be prohibited
in Category B, which includes cement mantfacturing,
a number of agriculluml processing industrics, retui)
shops, amd  hotcls. Existing forcign  businesses in
Category B could continue to operate. but exeept for
exportens, would be limited to a 30% annual growth
rate calculated arithmeticaliy. Businesses in Category
C such us exporting, wholesaling, textile manufactur-
ing, and mining would be openy 1w new forcign
vwaership bt wauld also be subject to the 50%
annwal growth ceiling. These new kaws do not apply to
businesses promoted industry status. A foreign
company  which clects to operate under the
preferential treatment provided by (rade agreements
concluded by its parent countey with Thailand, is
ucither subjeet to the ternis of the aws nor protected
in the future hy their wuas, when such treaties are
rovised. As written, the laws are open o wide and
sflicing futerpretations and witl have to be
officially clarified before the impact on foreign
investment can be determined.

There are few other explicit restrictions on foreign
private investment, but varions ohstacles inhibid it. In
the past, resident permits have heen extremely
difficult to obtain. The purpose of this restrictive
practice is abso to maximize Thai participation in
inidustrial  ventures. Alien businesses are generally
prohibited from owning lkand. Promoted industries in
which aliens own a majority interest are technically
permitted 1o own land on o case by case basis, but in
practice current policy resists such ownership.

2. National budget {C)
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of the Thai govermment deteriorated steadily. Cush
deficits increased from 1.1 billion baht in FYI967 to
nearly 7.7 billion balt in Y1972, accompanied Dy
marked increases in expansiomtry financing from
domestic sources (F igure 11).

Over the past deeade the most pressing budyetary
decisions bave concemed the relative priorities of
seeurity andd development.  Since 1968, secirity
expenditures have grown at a faster rate, thus reversing
o trend of carlier vears, Expenditures for defense and
priice, which accounted for anly 18.6% of totzl
expenditures in PYI96S, wmounted o 23,55 of the
tital in FYI972, While experiencing an absolute
inerease, the share of capital expenditures in the
budget declived from 27.8% in FY1968 (o 26.5% in
FYI972., Debt servicing has afso el into funds
available for development purpeses in reeent years. In
FY1968 debt service cluimed anly £.7% of the budget,
compared to 7.5% in FY1972,

The most significant development in capital
budgeting in recent years has been the leveling off of
the rate growth in expenditures for teansport,
commanieations, and power, xlillwngll these sectars
still claimed o substantial proportion (34.6%) of total
capilal expenditures in FYI972. From FYI967 to
FY1972 the most rapid growth in capital expenditures
was in edueation and health, while allocations to
agriculture were small and erratic.

Revenues over the FY1967-72 period increased at an
averige rate of 6.5% annually, well below the growth
tate of expenditures. Tax revenne as o praportion of
total receipts remained ahout the same (90%) os er the
period, but notable changes took place in the relative
importance of different tlax categories. Taxes on
consusngtion inereased from about 36% of total taxes
in FYL967 to about 415 in FY1972, reflecting a
substantial  growth in excise taxes, primasily on
petroleam products, beverages, and tobucco. While
the role of forcign trade in generating revenue is
consistently understated by Thai-tax duta—essentially
becanse exporters and imporlers are also required o

Thaitund’s budgets of recent years reflect a
consideruble expunsion of government activities, with
public expenditures increasing from 17.7 bitlion talin2
i FY1967 to 30.0 billion baht in FY1972 (Figure 9).
This cxpansion, an average 11.2% increase anntally,
substantially exceeded the growth in national incoine
over the period, The shamp rise in expenditures was
largely the result of increasing demands on
government for seeurity snd development programs,
Receipts, however, did not keep pace with
expenditures (Figure 10). As a result, the fiseal position

pay domestic business taxes—this source has
nevertheless been declining. Taxes on internationa!
trade over the 1957-72 peried fell from a record 429 Lo
33% of tax revenue. This reflects both u sharp decline
in export duties and slow (6.6% per year) growth in
import duties. The increasing importance of
consumption taxes compared with taxes on trade is
o in parl explained by the rapid development in the :
domestic refining of petroleum. The share of direct
taxes increased from 11.3% in FY1967 to 18.6% in
FY1972, resulting almost entirely From the increased

-,
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FIGURE 9. Central government expenditures and growth rotes (C)

FY1H67-72

Budget expenditeres for FY1973 ate estimated at
about 82 billion baht ($153.8- million), an increase of
6.6% over the previous year, some of which will be
spert on increased henefits to goverament employees.
Detailed expanditure estimates by functional calegory
an. not yet availoble for FY1973, but the budget
projection (including u 400 million baht supplementsl
for defense) indicates that ‘the shure allocated for
sccurity purposes will sgain wise at the -cost of

development spending, Tha government hus opted to

order to increase financing for agricultural ‘progluction
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and diversification. Fisheries, livestock, and forestry
will receivsignificantly larger portions of the FY1973
budgel, with some funds going to suppor un
accelerated land title program. Increised amounts
have also Leén earmarked for trade missions and
greater participation in oveérscas trade fuirs in an cffort
to-hoost exports.

‘The govemment's fiscul positior is expected toshow
a_slight improvement. in, FY1973. Tix fevetiues ire

projected ' to inereasc’'some 0% a8 a result: aof

tcimposition’ of w'1.5%._bisiness tax on: imported’
- commaditi higher é‘orpqré'ti}oh'» tax - mites, and,

3U1IONE OF BANT® AVERAGE e
e — e e o e T ANNUAL
FY1972 INCHYEASE
FY1o67  FY1868  FY1009 FY1970 TY1971 estimated)  (PRRCEST)
Potnd expenditlife. oo oevoreanemmasees 17,643 20,848 23,162 24,912 28,348 30,016 i1.2
Current expenditure, oo.ooeaieiieen s a e 12,164 13,850 15,708 18,734 18,526 20,663 tr.!
Defense and Police. ..o vvervr iy 3,077 3,871 1,831 5,530 4,369 7,034 iT.3
General ndmintsteation. .. .. e eraiasene. 3,082 4,148 3,872 3,304 3,581 4,584 3.0 .
Feonomic aervices e cire.. 1,830 3,728 1,778 1,943 2,089 2,054 5.9
AJgriculture. .. iee 666 784 LYE] 1,007 1,051 1,011 10.1
tndustey and BHDINE. o ooomheaneener 2 72 o It 76 " 18,1 .
Transportation......ocae
Cammunication. 506 620 706 736 w8 s22 19.2
Power.c.onerocovnn .
[0 71 1T S R A ‘e 133 235 122 146 144 142 -1.7
Soclal serviced. ... ooalien e . 3,20¢ 3,487 4,010 £, 145 1,358 5,377 1.z
Educslion, . coeaasernromcsveie eraerene 2,004 2,452 2,734 2,472 3,000 €, 173 3.2
Hlealth.ov s erancannrormmansvoere 10 412 651 680 607 2 0.0
[ 117 A N 702 123 6425 13 562 EYR 3.8
INterest paYMeTS. covsvaoarersmaasmtess 847 989 1,118 1,372 1,760 2,328 ¢3.0
TS ] P AR 2 980 a7n 1,183 b, 500 2,004 21,0
Externnd, . oooneaiorervaonaes Cee T 109 130 199 200 234 25.0
Unaltocatle, o esssaecaannrseroannse 253 315 297 330 350 180 6.6
Cupital expenditire. oo ocnnvieerererraee 4,407 5,800 6,199 4,168 7,904 7,933 2.2
T 1T S PO ) U] 1,128 1,271 1,623 1,888 1,430 7.0
Industry and MIBING..oooarinernaens deees 24 53 T2 24 15 3 ~11.8
TeRnsportation.. ., cacevesrraanrsrs PR B
ComaICLION oo eessseiniesesnemerens | 1,808 2,322 D64 2,574 2,68 2,719 8.7 U}
POWEE. ovanevacrassaossesssanvsaasressss
Education . a1l $96 1,036 950 1,703 1,646 2.0
tiealth. coaves 102 106 132 95 170 208 21.0
Water supply and sewsge..... 158 130 108 207 302 32 15.8
Miscellaneous, coscecanrans 748 732 732 733 817 1,226 16.6
Unaloenble. .o cesvericsoomrorroannainns 112 135 8 264 234 200 29.9
TransferS, e, ccaseeacoastssarsonsarsers vee. 1,106 §,271 1,200 1,720 1,918 1,300 3.5
To loeal ROVErRIMEDAS. . svoovtscaroervross 4133 153 482 593 830 583 e.!
F0 ALALE CRLETPIIBEE. coons o raonrarmanre s 712 818 SI7 1,15 1,070 815 2.7
Others, cvovsonsrmanss e wvesteas 21 0 [\ 0 ¢ chtreenesan
Adjustmer ¢ for double COUNtINE.nevses vees 134 -4 -2 - 10 2 0 eveenrenns
*20 huht » US$1.00.
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improved collection procedures. The budget deficit is
projected at about 7 billion baht—roughly 10% Tower
than the previous year—to he financed bargely from
domestic borrowings.

3. National monetary and banking system

(u/ou)
a. Currency

The busic unit of Thai currency is the baht, divided
into 100 satang, 1n Oclober 1963, following a periad
of currency stability in which the intersationa) value
of the halt was penuilted to seek its own leve) in
forcign exchange markets, the government established
a par valiee of B20.80 per USS$1.00 with the
Intermational Monctary Fund {iNF) Authorities of
an Exchange Equalization Fund (EXF) intervene in
the forcign exchange market when necessary o
maintain effective rates within the margin permitied
by the IMF. The EEF limits its buying and selling
operation to dollars,

By law, the Bank of Thailind is required to
maintain a 60% reserve behind the baht notes issued
o be held in gold, forcign currency, and foreign
securities redeemable in ) year from the date of
purchuse. Since 1961 the Bank's holdings of gold and
foreign exchange have been sufficient o provide 1005
coverage of the note issue,

b. The banking system

The Thai banking system consists of the
government-controlled central bunk, private commer-
eial bunks, and a number of specialized financial
institutions, The Bank of Thailand, established as an
independent entity in 1942, is the eoun’n's central
bank. it is functmnally divided into the Issue
Department, which issues currency notes and nanages
the currency reserve: and the Banking Deparlment,
which muanages the public debt, acts as the
government’s agent for exchange control, und is the
depuository for the EEF. The Banking Department alko
operates a clearinghouse and.Junetions as-a bank of
reserve for the commercial banks and a rediscotinterof
their bills, _

the Commercial Banking Act of 1962 vested the
Bank of Thailknd with some regulatory power over the
money supply; including. the authority to establish
reserve réquirements for commercial banks, rediscount
short-teriv commeicial.. paper,, dnd engige in open-
markel operiations. The  Bink also” has -additional:
powers Lo stipulale the iiximuin amount that. uny
bank-may: lend:to ine !mrmwc ind to prescribe Icgul
lifnits on-interest:rtes I'or uny lender (a mle ignored

more often than respected). Under the 1962 act,
foreign banks operating in Thailaad are also required
10 hold a minimum amount of assets in the form of
deposits with the Bank of Thailund.

The principal credit operation of the Bank of
Thailand is rediscounting, or purchasing promissory
notes held by comaercial banks against the private
sector. Transuctions of this type rose by an average
32% annually from 1967 o 1972, when these foan
funds totaled B923 million. Most rediscounts carny
preferentinl rate and are for short-term trunsactions,
with a maximum period of 2 to 12 months.
Rediscounting facilities for manufacturing cover only
operating expenses of cerlain - industries. Since July
1971, however, rediscounting has heen oxtended 10
cover promissory notes of the Industrial Finance
Curporation of Thaitand (IFCT). In an effornt to aid
farmers, the central bank's rediscounting facility has
abso been extended to include bills adsing from
agricultural production,

The Bank has not always been able to use its powess
extensively or effectively. Its ahility to regulate the
exparnsion of commercial credit hus been limited by
the commercial bank practice of muintaining reserves
in excess of legal requitements, leaving littie need 1o,
bosrow fram the Bank; this has ihmited the
effectiveness of changes in the Bunk's discount eate as
a ool for controlling credit expansion, The Thai
excliange control system permits commercial hunks to
use shert-teriy facilities abroud Ereely, although
wlilization of horowed funds intemally is limited to
the scope allowed under the capital-risk asset ratio, As
an indieator of the traditionally low reliance of
commescial banks on the Bunk of Thailand, the
oulstanding .mmunl of credit from the Bank
amounted 1o only 2.14% of total commereial bank
liabilities at the end nf 1972,

Commercial banks form the nucleus of the ency
market in Thuiland nad are the most sigailicant
finuncial establishments for generting savings and
supplying investment funds, At the end of 1972, there
were 29 commercial banks—16 domestic and 13
foreign—opérating over 600 bunk offices located
throughout the 72 provinces. Their facilitics are,
however, concentrated in the Bangkok-Thonburi area.
Totul commerciul bank deposits reached 48 hillion
baht in 1972; time and savings deposits comprised
78% of the total, while demand deposits and other
deposits accounted for 21% and 15, respectively.
Loans: and. overdeafts extended l)y the banks werz
valiied -t 26 billion baht in 1972, anl discounts

‘totaled’ 8.8 billion buht. The largest portion of direct

bunk credit was éxtended to domestic wholesale and
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trade.

retail Credit to finance forcign  trade,
manufacturing, personal consumption, services,
constreetion, meal estute, finuncial businesses, and
agricnllure accommted for the next Lirgest portions, in
that order.

The recent period has witnessed spectacular growth
in commercial banking. The number of hank offices
has increased over 70% since 1960. Total deposits
increased at an average anmial rte of 18% between
1967 and 1972, Loans and overdeafts by commereial
bunks increased an average of 13% annmally over the
last 3 years, while credit from discounted notes
expanded by 16% annually. Aside from inereases in
the money supply, a prime factor i this rapid growih
has been the increasing willingness of the Thai people
to take advantuge of expanded banking services,

Important changes have tuken place over the lust 3
years in the pattern of commercial bazk eredit to Thai
husiness. The proportion of outstanding loans and
overdrafts for foreign trade deelined significantly frem
1967 to 1972, An important causal factor in this
relative deeline was the increased role of the Bank of
Thailad in holding trede billy. This development
facilituted an inerease in commercial bank credit Tor
such other activitios as supporting domestic trade and
procuction. With the notable exception of a decline in
agricultural accounts, the share of domestic sectors in
louns and overdeafts cithee semained the sume or
inereased marginably,

ln addition to the Central Bank and the network of
commercial banks, Thailand has theee speciatized
finandial institutions. the oldest and Jargest of these
being the Government Savings Bank. The chief
institation for rural savings, the Government Savings
Bank, has played an important role in channeling
funds into development programs through the
purchase and sale of goverament houds, It accepts
savings depuosits, issues savings bouds, and deals in
government bonds. This bank has a network of over
100 branches and is the main subseriber to
government long-term bonds. At the end of 1972,
deposits tataled 65 billion baht, compared with 3.4
billion baht at the end of 1967. Investment in
govermnent securities comprised 905 of its assets at
the end of 1972,

Another specialized institution, the Tndustdal
Finunce Corporation of Thajland (IFCT). was
established under govemment sponsorship in 1939 1o
provide long-term credits in both foreign and local
currency for the establishment, expansion, oc
modernization of small> or mediun-size private
industries—especially those using local raw materials
and promoting local cmployment. The Comporation is

28
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cmpowered to provide finuncing in any form
considered approprinte to its cliemts and its own
interest. As a general rule its aim is to divesify its
finanzing among different types of industry with us
broud u geographical basis us possible. 1t encourages
the promotion of private industry by offering
cutreprencurs  maore attructive financing  than s
generadly obtaineble frome other institutions. 1t is
privately owned: commercial banks have a 73% shase
holding, wud the remainder is held by investment
companies, insurance firms, private companies, and
individuals. It has reeeived fow-interest loans from the
budget and has sold debentoses to the Bank of
Thailund, the Government Suvings Bank, and
commercial bunks. For foreign curreney lending, the
HCT has heen utilizing existing credtit Enes from the
Asian Development Bank and Japan.

The Bank of Thailand has agreed to rediscount
IFCT promissory notes that asise from its lendinyg to
high priorty projects, a move which will enable the
Corporation to expand its volume of leading and thus
play an even lurger role in the future. The 16CT has
greatly expanded its lending role over the Tast 3
yeun—Ilouns to the private sector at the end of 1972
amounted ta 383 million haht, more than donble their
1967 level. Nonetheless, its resoncees are far from
adequate Lo meet the needs of industey, and it remuins
general practice for industrinl audertakings to obtain
plant and cquipment on supplier credits from abroad
and borraw from commercial banks for working
capital.

The Bauk for Agriculture and Agricultural
Cooperatives (BAAC) was established in 1966 10
relieve the great dearth of institutionally-financed
capital in the agricultural sector. The bank’s 55
branches extend unsecured production loans of up to
5,007 baht at subsidized interest rates (to cooperatives
at 9% and to individual farmers at 12%), especially to
those producing primarily for sale rather than
subsistence. 1t also lends against mortgages,
government bonds, or deposits up to 605 of the value
of such collateral. Short-term louns repayablein | year
and medium-term Jouns repayable within 8+years, are
extended for the finuncing of land clearance, land
development, irrigation, aud the purchuse of
agricultvrl equipment. In addition, the BAAC has
been permitted o sliscount promissory ‘notes ori-n
regular basis since ‘May 1972, The bank: hus- been
highly successful. Loins ard:overdralts to the private
sector. in¢reased from 381 miflion-bah at the end of
1967 to 1.8 billion buht.at-the end of 1972, Limited
working capital, however, has ot allowed it to meet
all requirements.: . R e I P
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Notwithstanding the relatively  well-developed
institutional framework for ull types of credit
financing, many Thuis depend on an assostment of
relatives, shopkeepers, crop buyers, landlords, und
professional moneylenders as their primary source of
funds, This unorganized murket is not subject to real
l('y.nlalnm supervision, or control. Most trausactions
are in cash and repayment periods are short. Although
loans from relatives ure somelimes interest-free, rates
are. most often highee than those charged by
institutional lenders. Monopoly elements do exist andl
abuses are not infrequent in some of these othes forms
of eredit; but in general, borrowers Save necess 10 more
than onc lender, and the higher rates reflect lack of
colluteral and higher risks of default. Given a limited
supply and a very farge need for funds—frequently for
nonproductive  purposes—~the  unorgonized  market
does its job measonably well, at prices which appear
comsonant with prevailing conditions.

The unorganized money market is particularly
important as a source of agrcultural eredit, since
relatively few farmers are veached by lentling
institutions. 1t is estimated, for example, that
commercial bunks and the Bank for Agricalture and
Agriculture Coopematives together account for only
about 10% of all farm credit. Shopkeepers and
relatives are by far tlie most impertant sources of fann
credit lbmu;jmut the countey, although crop buyers
und andiords do play a significant role in the contral
plain, where average debt per family is several times
higher than in any other region,

c. Mouey supply and prices

After experiencing a long period of monetary
stability, Thailand's cconomy has faced expansionury
pressure from a rapidly growing money supply during
the early 1970's. In the 1960's the achievement of
monetary stability in the fuce of sustuined tange
increases in exchange reserves was due to o high rate of
private suving and the slow growth of net government
borcowing from the bunking system. ws a shole.
Mancy supply grew at an average annual rate of 6.2%
from 1962-69, which compared favorably with reul
growth in GDP of 7% anuually over the same périod.
From 1969 through 1972, however; mency supply.
grew at an average annual rate of 1. 2% compzm-d lo.

a slower aniunl growth.in. GDP of 09% Smc(; not;'

foreign ussets. declined from 1969. to. 1971, th

monetary expansion’ was. mainly the result of internal

factors,. pasticularly government fm.mce. The central’
govemninent has: become n major expanslon.lrv factor
since 1969, as current <urpluscs have declined steadily’
and thc gcwcrnment !ms lmd to increns its burmwmg

'rcsullcd in
. dver lhc Fast.soveral years. Furmmg still uhsurhs most
of the'r new entruits into'the lnbor foree. T hey lend to
“settle on new lind: of mcrruslngly poor - quality. a
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fromy the Bank of Thailand to finunce growing cash
deficits. External lactors were also expansionary in
1972, however. Because of o marked rise in exporl
carnings as well as o revaluation of assets, seserves
increased by $200 million. At the snd of 1972 the
money supply stond at 24:7 billion baht, or newsly
double the 1963 level. Characteristic of o developing
country, demand deposits continued 1o make up an
increasing share of the money supply, rising 1o 39% in
1972 lrom 37% in 1965,

Until 1972 prices didd not rdse significantly in
Thailand becatse the greatee inerements in thie money
stock were still lurgely absorbed by substantial
inereases in production and growing monetization of
the economy. Foreign  excha NEE  Teserves  were
adequate to permit a liberal import palicy, and rising
imports huve dampened or completely offsct potential
Price inereases, \Wholesale and consuimer prices in
1971 were both about 8.5% ubiave 1968 levels, or
average annual inereases of about 15 for the 3-year
period. Dwring 1972, however, wholesale prices
increased steadily to a level 155% over the previous
vear, while the consumer price index rose 10%.
reflecting partly increases in prices of paddy and
milted rice, the two items with the highest weight in
the respective indeses, and partly higher imporl costs
that resulted from currency realignments, particularly
with Jupan. T is expected, morcover, that Jarger
government cash deficits will increase the pressure on
prices over the next few years. Some offset to this
might oceur from increased imports, however.

4. Manpower{U/OU)

Thailand’s labior force is projected to increuseat an
atinual rate of about 3% at least for the next decade,
thus boosting annual-increments to labor, from about
500,000 in 1973 to abiout 800,000 by the cnd of the
period.  Economicully active wotkers totaled 169
million in 1971 or aboit 45% of the. population
(Figure 12); Nearly all workers, whether iscban or
rural, receive nicager incomes. Despite Jabor. laws
which_eall for a_minimunm wige of 16 buht_per dav
{US$0.80), wages, are.-deterinined by. murket [urcc
skill, and -willingness “to work and to change

'ucwpulion. Ummplovmult is purcly frictional or

scusunul
The Timitcd siw of lhc umla;,mulluml se«.tors has

pzltlcrrp wllicll wnll pmbably continue. umil llle supplv
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FIGURE 12, Labor farce by economic sector (UfOU)
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1960 1071
Nunmiber Percentage Number Percentage
of of of of
taborers total Inborees twtal

10,443 2.9 13,076 e

240 0.2 al 7.3

462 3.7 78 4.2

71 0.4 150 0.9

13 0.1 12 0.2

760 6,0 1,27 7.4

1658 1.3 317 1.9

855 5.2 1,273 7.5

100.0 16,902 190.0

12,594

1971, the segment of the labor foree engaged in
agriculture declined only 5.5, while babor absorption
in the munulacturing, commerce and service sectors
increased by only 9.5%, 1.6% and 2.3%. respectively.

Labor unions are banned. Thailand's first
comprehensive labor ko anthorizing labor unions was
cnacted in 1957 but was abrogated the following year
after the coup staged by Marshall Sarit. The conntev's
progress in the Jast 13 years has been to retrace its steps
to the 1957 law. In 1963, legislation eablished
procedures for the settlement of fabor disputes. These
were madified by o 1972 deeree which also aliowed for
the formation of so-called “workers associations.”
Technieally these associations are granted the right to
organize, to engage in collective bargaining, and to
strike. In fact, however, they are governed by a host of
restrictions intended te iosure that they remain weak
and- incffictive. Tn addition, the wssociations are
expressty forbidden to contdbute 1o political funds or
becotme involved in politics.

Labor strikes under the former military govemment
were infrequent, totaling only 85 from 1970 throngh
1972. In 1973, however, labor unrest increased,
aceelerating rapidly after the changes in government
in October, From January through September, there
were 136 strikes and by the end of the year the figure
was over 300, Nearly all stiikes have been: illegal.
Carrent laws goveniing labor dispute provide for a
tortuous und time consunting legal process before u
stiike is permitted. Most dispiites have involved
noncompliance of enmployers with minimum
requirements of the Labor Law and civil service
legislation. 1n the private scctor, Jabor disputes have
aflected the textile, garment, and steel industiies;
taxis’ service, hotels, and & commereial bunk. The rash
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of strikes has also spread to state enterprises involved
in rail, port, telephone, and garbage collection services
as well as tobacco production,

D. International cconomie relations

(u/0U)
L. Foreign trade

Foreign trude accounted for 35% of Thai GDP in
1972; cexports accountled for 153% and imports
accounted for 20%. Between 40% and 50% of
government revenues ate derivech direetly or indizectly
from taxes on international trade. Pethaps even more
importantly, forcign sourees supply fucls, cupital
goods, and intermediate goods, without which
domestic industry and commerce counld not have
seachedl their present stage of development. Foseign
tracde moves mainly through the port of Bangkok;
provincial ports such as Songkhla and Phuket account
for only about 18% of exports and less than 2% of
imposts,

Exports fluctuate markedly from vear to year,
depending on weather conditions und changes in
world market prices, but the long-term trend has been
toward a slowdown in growth (Figuee 13). The
average annual rate of growth in exports declined from
10% fn the 1950's to 7% in the 1960's. Expurt
performance was purticulusly poor in the latter pagt. of
the last decade, showing an average rate of growth of
about 1% annually from 1967 to 1970. Although
unexpectedly large increases in exports were registered
in 1971 und 1972—17% and 31%, respectively—the
slowing trend is expected to resume. The sharp gains in
the last 2 vears were attiibutable to abrupt'shifts from
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FIGURE 13. Foreign trade and gold and foreign
exchange reserves (U/OU)
(Millions of U.S. dollors)
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surpluses to shortages on world markets for sugar,
kenaf, and rice. which together accomnted for about
two-thirds of the increase in export eamings in 1971
and 1972,

The country is still dependent on a nurrow range of
products for the bulk of its export carnings (Figure 14),
Poor performance over the past several years reflects
for the most part a puor growth record for teaditional
exporls such as rice and rublber and, in recent yoars,
lin, whose combined share of totul export value has
declined but still amounted to 36.9% in 1971,

T

{00%;

4

Other
-10.60% Mung Beans
0O 0. tl)ggi Toblzt‘uwcs

Jute and Kenaf

1961 1971

FIGURE 14. Composifion of merchondise exports (U/OU)
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Thatland has had some success, however, in
divensifying its exports. New exports such as corn,
kenaf, and tapioca showed remarkable growth from
1938 to 1966, providing an important stimudus to the
economy in those vears. In more recent years fluorite,
tungsten, tobacco, cement, and shrimp have become
important foreign  exchange  cumers.  Additional
comnudities stich as cotion fabrics, processed fish,
wood products, tropical fruits, although still relatively
unimportant among  esports, show  considerable
promise.

Thailand is heavily dependent on imports for
capital geads needed o maintain and develop the
econamy, for industrial riw materials and fuel, and for
a Jarge portion of its munufactured consumer goods,
Over the last decade the value of fmports increased at
an average wnnual rate of 10.3%. Changes in the
composition of imports over this perod seflect a rpid
rise in capital goods fmports during 1962-69. aller
which investment became stuggish (Figure 13), The

Milbont of U.S. dellers
500 WA

Captal uwg_s,,_-\ i -

i ._ S i
1952 1968 1069 1970 1971 1972

Pertentage shace of imports by cammodity grovp
100%

QOther imports

Capras goods

Intermedinte
producis and
Taw materldls

Consurmer goods,

‘!96‘3

192 1968 1970 971 1972

FIGURE 185. Imports by commodify group and pewenmge
shcre of imports: by commiodity group (ufou)
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share of capital goods in total imports, for example.
rose from 25.2% in 1962 to 35.5% in 1969, then
dropped (o 31.4% in 1972, The trend ward impart
substitution in consumer goods industries eontinued
throughout the decade. Tinports of consumer goods
declined as a percentage of total impons, while
impests of materials for consumer goods production
increcsed  from 11.4% of total imports in 1962 o
19.25 in 1972,

Imports of consumer goods were largely nondurable
goods, mostly food (especially dairy products) and
clothing. Duruble goods imports consisted principaly
of houschold goods, electric appliances, and
motoreveles. Intermediale products and raw materials
imports were primarily base metals, chemicals, textile
fibers, unmanufactured tobaceo, and paper and
paperboard. Capital goods imports were  largely
machinery for industrial use, electrical machinery,
metal manufuctures, fertilizers and  pestieides,
scientiflic and optical instruments, glass, and other
mineral manufactures, The remaining impods are
mostly crude oil and lubricants, vehicles, chassis, and
bodies.

2. Direction uof trade

Japar is by far Thailund's most important trading
puartner, supplving 37.75% of Thai imports (mainly
vehicles, light manufactures, and textiles) and buying
24.7% of Thai exporls (principally corn, rubber, rice,
and kenaf) in 1971 (Figure 16). Other Asian countries,
especially Singapore, Hong Koag, and Malaysia, are
also mujor buyers of Thai foodstuffs, but they play a
far less siguificant role as suppliers to the Thai market.
The United States ranked seconslas a trading partner
in 1971, fumishing 14.25% o Thai imports (mainly
machinery, light manufactures, cotton, and tobaceo),
and taking 13.1% of Thai exports (principally tin,
rabber, and tapioca), West Germany alse plays a
significant role in Thailand’s trade, supplying 7.75% of
Thailand's imports and purchasing 3,75 of its exports
ite 1971, 'The United Kingdom. Australia, and Saudi
Arabin are important suppliers. together aceounting
for 15.6% of Thai imports. but none are important
markets for Thai exports,

Trade with Communist countries is insignificant—
less than 1% of total trade-—and is carmied out
primarily with the U.S.S.R. and Czechoslovakiu. In
1971 the U.S.S.R. purchased $6 million of Thai
commodities {(mainly fluorite, rubber, and com) and
sold $3.7 smillion worth of Soviet goods to Thailand
{principally tractors, bulldozers, and mining
equipment).  Czechoslovukia purchased only $0.2
million (mostly rubber and kenaf} but sold $3.1
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FIGURE 16, Direction of trade, 1971 (U/OU)

intllion of goods (shoes. machinery, and automobiles}.
A 1972 Thai trade mission opened the way to trude on
a smull scale with the People's Republic of China
{PRC). Emports from the PRC had been:banned in
Thailand, zithough smuggled goods were for years
displaved in Thai slw?s.

3. Balance of payments

In contrast to the experience of many developing
countiies, the rapid growth of the Thui economy
during the 1960's was accompanied by a generally
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healthy international payments position, although
toward the end of the decade there was some
deterioration (Figurs 17). In 1967 and 1968,
Thailand’s balance on currenl account showed
deficits, which were more than offset by capital
reeeipts, but in 1968 cupital inflows failed to offset the
large negative balance en current account, and an
overall deficit resulted. This downward trend
continued through 1970, and in that year Thailand
experienced a record deficit of $128 million. This trend
was interrupted, however, in 1971 and 1972, as
unusually large increases in exports again put the basie
bulance into surptus; the 1972 surplus was boosted by
u Jarge inerease in capital inflows.

Trade developments have been the decisive
influence behind the payments trend in recent years.
Thailand’s export base, though narrow, is still superior
to that of many other less developed countrics, The
covntry also enjoys a good retum froin tourism
hecavse of its natural attractions, o achieve sta bility
in the merchandise trade account. however, the export
product-mix will have to be more widely divernified,
preferably through greater development of manufac-
turing. Trade deficits vose from 1966 through 1970 as
exports rose very slowly and imports continued their
rapid expansion; the deficit reached a recerd high of
83589 million in 1970, more than double the 1966 level.

FIGURE 17, Bolance of paymenis (UfOU)
(Millions of U.S. dollars)

4 greatly improved trade position in 1971-72 was
brought about by unusually strong world demand for
some of Thuiland's principal export commaodities,
while imports were dampened by price increases
resulting from higher tariffs and currency realign-
ments. Trade deficits throughout the period were
vartly offset by net eamings from services and
transfers, which, reflecling Vietnam-related spending
by the U.S. military in Thailand, rose to o peak in
1968-69, and after 2 years of decline, rebounded
sharply in 1972. A remarkable 70% increase in net
income from tourism also contributed to the 1972
boost in carnings from services.

Current account deficits, which reached a record
$250 million: in 1970 before improving o $46 million
in 1972, typically have been financed by large inflows
of private investment capital, principally from the
United States and Japan, and by loans to-the central
government, mainly through U.S. assistunce
programs, IBRD loans, and to u Jesser extent, by U.N.
agencics aud third-country projects. Capital inflows,
which mainly finance purchases of equipmnt, and to
a lesser estent cansumer durables, rase steadily from
1966 through 1969, but declined in 1970-7), reflecting
the slaggishness of investment and consumption. Ini
1972 net capital inflows rose sharply as private
investinent recovered and the growth of repayment
obligations on private borrowings slowed down.

1886 1967 1968 1069 1970 1971 W72
Merchandise trade:
Exports {(fob.). . ..oovvuvnnnns.. 664 004 336 680 Q86 96 1,052
Iinports {c.i.f)....... ~873 - 1,040 -1,132 -1,222 ~-1,27% -~1,279 1,461
Nonmonetary gold.............. ] -7 -11 -7 -5 -1
Trade balance, .. ..ooviunn.... -5 =392 -3512 - 543 <580 =484 =408
Services (net) . ... oiiiiii el 107 284 208 303 200 260 329
Teavel o ioiiuiriiiiinninnnnnn 13 24 18 37 44 44 75
lovestment income. . ..., -1 8 13 1 18 1 -2
Government niie......... 162 222 245 232 214 198 24
Other services, .. ...vu.y.n. e 23 30 22 23 4 17 28
Net goods and services....... . - 18 - 108 ~214 - 240 ~200 - 224 ~85
Transfers (netd.oooinunnnnn,... 46 58 74 57 49 43 30
Privatu ..v.0u.. Secerarnanainnnn 10 9 7 4 3 ] 10
({7111 PN . a9 38 67 53 48 37 20
Current halunee.......... ......., 28 -Lo =140 -183 - 260 =181 —46
Capltal..cooviviiiinnrininenannnns 1] 108 116 125 101 84 186
Direct Investment. ...uvuvina.... 27 13 (1] 51 12 38 71
Qther private, .. ...... Chribeeann 35 56 42 76 60 36 100
Public sector. o cvuvvernninnnnns. 2 ] 14 -2 ~10 [} ¢
Errors and omissione. ... .. vaen [T} 5 46 k] 2] 67 37
SDR allocation., .....c.ovversenn. 0 0 0 0 ) 14 14
Monctary movements,.........,.,, —158 -63 -22 44 128 -16 -191
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CONFIDENTIAL

The large payments surpluses of the first past of the
1960's permitted a remarkable buildup of Thailand's
gold and foreign exchiunge reserves, to a level of $038
million by the end of 1968 (net of commercial bunks
forcign exchunge position). After declining $§72
million over the next 8 years, reserves rose again in
1972 o 8967 million, an amount roughly equivalent
to 8 months’ imnorts at the 1972 level.

in the coming years Thailund's basic balanee is
expected again to be in deficit. Payments {7 emports
und debt service ure expected to rise more rapidly than
exports and sgrvice receipts becuuse of increased
investment outlays under the current 3-year plan,
mounting cash deficits in the govemment budget, and
planned reductions in U.S. military presence,

4. Intemational erganizations

Thailand has for mauny years been a leader in
promoting regional cooperation in Southeast Asia and
presently participates in such regional organizations as
the Asian Development Bank and the Association of
Southeast Asiun Nations (ASEAND). 1t is also a meriber
of several international organizations such as the
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International Monelary Fund (IMF), the Interns-
tional  Finunce Corporation  (IFC), and  other
specialized agencies of the United Nations. Thailand
has derived economie benefits from programs of the
various organizations, both those conducted within
Thailand and those of a regional nature that include
Thailand in the avea of impact. The Mcekong
Committee, established in 1957 under ECAFE (UN)}
auspices, is a vital institution for subregional
cooperation in Southeast Asia. Composed of four
riparian states—Cumbodia, Laos, South Vietnam, and
Thuiland-—the Commiittee has become the focal point
for planuing the development of water resousces in the
Lower Mckong Basin.

Bangkok is abso an important headquarters for
number of regional organizations. In 1949, the Food
and Agriculture Organization (FAQ) was the first 1o
establish its regional office for Asia and the Far East
there. Siuce then, 11 other international organizations
have also established missions in Bangkok, including
the Economic Commission for Asia and the Far East
(ECAFE), the Mckong Commiittee, the Southeast Asia
Treaty Organization (SEATO), and the Internztional
Bank for Reconstruction and Development (IBRD).
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